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STUDY OF THE AW^D SERVICES EXCHANGE SYSTEM 
MISSION l^Wn QBJECTIVES 



A. MISSION : 

1 The mission of the study group is to provide an 
unconstrained baseline assessment of the Department of Defense 
Armed Forces exchange systems. 

2 The objective is to identify increased efficiencies, 
reduce overhead costs, and increase savings in nonappropriated 
f!nd and appropriated fund resources. Policies and initiatives 
win be recommended that provide for an orderly implementation of 
any identified efficiencies. 

3 The recommended changes should maintain the same or 
higher level of brand selection and service to the customer with 
no increase in cost, 

4 The study will review all functional areas of the armed 
services exchanges, identify efficiencies and include but not be 
limited to the feasibility of consolidating some or all 
functional areas. 

B. OBJECTIVES : 

1. The study will address each military exchange functional 
area and determine: 

a. Current status and level of resource; 

b. Potential^ resource efficiencies, practices, and 
procedures; 

c Expectfed impact on customer service, brand 
availability, and cost to the authorized customer; 

d. Expected resource impact among armed services 
exchanges . 

2 The study group will define relationship of the current 
military exchange systems with other MWR programs. 

3 The study will analyze and compare the military exchange 
functionlf areaf with private sector practices. (The f^^y group 
ma^ request or accept voluntary information or opinions f^^o"' 
TndivtduHs and entities in the private sector on issues involved 
in the exchange study.) 
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OF THE AMED SERVICES BXCEA-SGE SYSTEM 
RTATEMEHT OF WORK 



A. n&rKGROtJNP: 

The ^epart^ent Of Defense (DOD, wni cond^^^ 
the armed services exch nges (ASEs)^to^.de^^^ 
and savings in ^Ppropriatea gxchanqe operations where 

rersiririnrtretr^lnrte^dipUcLI^f rf%f/ort a^on, the ASEs. 

?• ^-.^f.iir^ard%erv!crs^?rr^™!?itrr.le?ro^^ri;rn^fo§ 

force reductions, base realignment ^ „phic shift resulting 
other strategic c°"s^'^^''a*^t2^f;u<;lv affect the ASEs market base 
'^T ^'^^astng Powlfand'thS r^c^r^e^f ICllity to support other 
lit ^oraler«eUar" tnd recreation (MWR, programs. 

3. With current communications distribution jn^^--„^J-f 
system technology, the commercial retaxl^indust^ ^^^^ 

being reshaped ."^^L^nces The military exchanges are 
these technological |^^^^=§^;i„;''|enters, employing advanced 

investing in modern <*^*"^,nrt other modernization efforts to 
communications technology and other moaerniz^^^^_ ^^^^^ 

individually consolidate and improve tneirp ^^^^ . 

individual developments further ^aise^the ^^^^^^^ services, 

^nd? X^l^ertn^hl llL geographic area to the same 
authorized patrons. ^ 

--"tMtil cl^-It°y P o rams ^^'^ °^ 

refattirsf rr^rniratlor^anl^erentrand resource allocation is 
obvious, prudent, and timely. 

1 Appropriated fund support 
recreation programs may decline significantly. 

2 The application of sound business principles will apply 
in ali phases of this study. 

3. C6mpetition ^PP^P^^^il^e^incr^fe^ 
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C . MISSION : 

^ The mission of the study group is to P^^vide an 
.nconstraineS b^s^line assessment of the DoD ASE systems. 

TV.O n>,-iprrive is to identify increased efficiencies, 

iTlt re^l??;^^nrer?hir'pr:eiirro^a„':irerly implementation of 
any identified efficiencies. 

Th^ recommended changes should maintain the same or 
high'; llTel olTrln6 selection and service to the customer wxth 
no increase in cost. 

4 The study will review all functional ^2^,^^^^^^^^' 
^H^nJifv efficiencies and include but not be limited to the 
fttsibility ol cSnsolidating some or all functional areas. 

D. pBJgCTIVES : 

1. The study is to address each military exchange functional 
area and determine: 

a. current status and level of resource; 

b. potential resource efficiencies, practices and 
procedures; 

c expected impact on customer service, brand 
availability, and cost to the authorized customer; 

d. expected ^resource impact among armed services 
exchanges. 

o ThP studv qroup will define and evaluate the relationship 
of th; current "lutar? exchange systems with other MWK programs. 

3 The study will analyze and compare the military exchange 

o^T^Ions ?ro» !ndLfd^!s and entities in the private sector on 
issues involved in the exchange study.) 

4. This analysis will review at a minimum the functional 
areas shown on the attachment. 

s The study group will identify all resources (facilities, 

systems . 
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E. SCpPE__OF_WORK: 

J will review and consider the 

. '^^^l^'^^ ^on°^?.:c^en:/h=wever. wor. effort 
roncen??ate"rt^arUy on the following areas: 

a. Organizational Structure. 

b. Financial and Business Strategy. 

c. Distribution and Transportation Systems. 

d. Operations Management. 

e. Facilities and Construction Systems. 

f. Personnel. 

g. inventory Management. 

h. Other functional areas. 

F. RgPQRTS : 

1 Progress Reports: Weekly. 

2 Entrance Conference: May 30 - Prepare for In Process 
Keview fof General Officer Steering Group. 

3. Trip Reports: Summaries included in report 
documentation. 

4 in process Review Reports: Approximately every three 
„eeks"and as outlined on milestone schedule. 

5. Draft Report: August 24 - General Officer Steering 
Committee . 

6. Final Report: October 1 

Q ^P^yg-T. REOnTREMENTS: 

AS determined by the Staff Director in coordination with the 
Chairman. 

H. ^rvK^ ^T STRAT A fiOPPORT: 

1. Office, Equipment and Supplies - OSD funded. 

2. communications - OSD funded. 

3. word processing. Personal Computer, Software - OSD 
■ funded . 
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. Manpower - Permanent resources as outlined in ASD(FM.P) 

^' H t ri^red April 27; temporary as reqi:ired. 
memorandum dateo AprJ-* 

5. Reproduction Costs - OSD funded. 

6. Travel and Per Diem - Service .fur>ded. 

7. Indirect Costs - OSD funded. 

Key individuals will be selected by the Services and approved 
by the Chairman. 
J. r^Mgnt^TAKT SUPPORT I 

1 ^^n«n\tant support will be funded jointly by 
the re?vtces"t2h^;;rrpria2U^of nonappropriated funds. 

Attachment : 
As stated 
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Functional Areas 

a. Management systems 

b. Organizational structure 

c. Comptroller functions 

d. Finance and accounting systems 

e. Management information systems 

f . Financial and business strategies 

g. Communication systems 

h. Distribution and transportation systems 

i. Procurement and contracting systems 
j. Facilities and construction systems 

k. Equipment and vehicle capitalization planning 

1. Personnel systems 

m. Inspection procedures 

n. Testing marketing procedures 

o. Sales and ftierchandising practices 

p. Customer' service operation 

q. Operations management procedures 

r. Trade-industry relations 

s. Inventory management systems 

t. Private sector financing initiatives 

u. Ship store operations 
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ASSISTANT SECRETARY OF DEFENSE 

WASHIHOTON.O.C. lOJOl-^OOO 

1,1 APR ^SSO" 



C MANAGCMCNT 
D pCRSONNCL 



^^*v.^ crrRETARY OF THE ARW^ (^^^ 

subject: ooD Review Of the MUitary Exchange systems 

in the letter at Attachment ^ • ^^he f ^i^^f.' sfr^^^ ' 
welfare, and ^-J^^^,^- th^^'the Oe^artrnent . conduct a rev.ew of 
^r»fll"rynxthrnfe1v3ten,s proper |ons.derat on will^^^,,„, 
S.any muut faceted and comp ex issues, ^^^s ^^^^ 
thai cannot be viewed 1^9*^^^^-^ the establishment of a DoD 
secretary of I'ef^^J^.-J^^ t^Sly' and appoint Lieutenant 
commission to conduct the stuy Attachment 2 is an 

General Donald W Jones as t^^^.^^,^^ ?"Vto*ltaff and ^tde " 
de!l2ill Usttng of the resources "^-^f ,^J,?^|'^htrt listing 

tf fort At Attachment 4 xs a^^"^^ "^sary actions to provide 

4 




Christo 



Attachments: 
As Stated 




tufTi^^wf^. reus 



1H^. of aaeprt^enMUbe^ 

COMMlTTcE ON ARMED 5'cnVlC£S . 
SSisting^on, 53^ 20515 

ONE HUNOfiES «MT CCNGHUS 
l£S AS?W. WISCONSIN. CiiAJRMAN 

* Jan^aar7 22, 1990 



ajtr^ J»V<V low* OAOLMi 

or. - 
«, LI no 



•eiUCT t PBfK Iff 



•worn 



aoM. WA" were* 



(Military K^ff"^ * " 

KoL 3C963. Th. Pentagon 
Waahingtoa. B.C. 20301 

Bear G*aeral JonM» 

A.e.".Si.^*.l."»T^^^^^^^^^^^^ - ... 

!5reSi..r- -"^^ - 

effort and i results of your 

. The comitte* U. fM^ner prograa and v« "^-^^'^e th* stag* 

ye^a ahead. , conHnittee «ked th* 

Thia denosraphic shift vUJ. o*^ 



<ieno5i»F^w -catena, 
purcbaaiag power of thw* a^at"" 



. 1 , t>e ccisereial t«t»il "^''^rf'v". Lre e.a-i six. and perhaps «» 

TJiij mass merchant reconi 5 

v^,e, al.0 are benefiting fr» tie., f :|^/^S°ortLt 

Military "^J^^^ ^.S^, Service i5 in the f^S fore..e»tl.l 

^^^-ion t-^e need for a.p« S^^^^ 

services. 01 .en in velf are and recreation progra 

T the military coraunity's morale.^^" ^ ^tal 

lurt-er, t-e -araings of "^^^^^"^ j'^in v.come more iapottant 

::"^^Lra^dTeade« in the Dep.rt=«.t of V^>ns. 



defei^e budget. „^ttae to conclude it 

Tbe confluence of the., ^-'f ^P^^^, c^^soUdl^on of »ilit^ ^^J^, . 
5 I l^A reasonable to vmdert-Jte a J™"" ^ future rc<iuireaent3 of 
is pmident ^^'^/tf ^^^ation that caa ***J„*tLota and overseas areaa- 

and creation of an aUy those servong ^I* ^ important 

our iDilitaxT P*"?^*h,f Is s^biliaation end cootini-tion .^^lies. 

non-pay compensation ^^.^take a feasibility review 

• according, ve «.-s. ga^rn St^S^" '^^^^^^ 
of »ilitaiy exchange <°"!^*;~oSdatioix by the begi^g ot tisc^J. 7 
llth . plan to ^l^!:?"' ^ill^^Iih you to thla regarf. 
1992. We look forward to vorxios 



SIncerel7> 
S^T^Welfar, «.d Becreatlon J.-^ 



ML: ST 



ttB^'— " - ISO 



St*lf Director 



] 



OS r.iLtlnUw statu* que. 



_ 



Ch*!*- Xcw. »«vl«« present 5tr*t^l«. 



sCAtuj quo* 

UV.15. MV1.W .listing J^^J^^'^^ ,t*;vS*rt^ 



air* p«s *i>d conj of tich '•"^^^ Lioptiiia 



stacuj que 

EvulAlAg jtAtm quo- ■ 



April iS. 
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C-4 to 0-6 or equiv- 
alent graded 
civilian 

Army - 3 members as follows: 

1 A business/financial management expert . 

2 An engineering/constrtiction expert. 
3*. A distribution system expert. 

Kavy - 3 members as follows: 

1 An exchange operations expert. 
2' A distribution system expert. 
3! An MWR/APF financial analyst. 

Marine Corps - 1 member as follows: 

1. A NAF personnel expert. 

Air Force - 3 members as follows: 

1 An MWR/NAF financial analyst. 

2 A data automation systems expert. 
3! An inventory management expert. 

Coast Guard - 1 member as follows: 

1. An exchange operations expert. 

Army and Air Force Exchange Service: 

1. An exchange operations expert. 

Office of the Secretary of Defense: 

1. one attorney as appointed by the chairman in a part-time 

advisory capacity. 
2 one civilian personnel policy expert .9 appointed by 

asdcImIp) S i part-time .derisory capacity. 

3. one nonappropriated fund budget expert in a part-time 
advisory capacity - 
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rMHcr ion 
Chairman 



cur-a-y of Personnel Resources Task^ i to the 
Si:r...a.y ^.^.^^^.^ Exchange Com.ivission 

n^n RPview oXJl ili 1" ^'^^ Ftxchances 

LTG Donald W. Jones, DASD(MM&PP> 



• „ rrouo Attend meetings of the Steering Group to be 

Steering Group ^^^^ monthly. 

Deputy Chief of Staff, Personnel, Navy 

Deputy Chief of Staff, Personnel, Army 

Deputy Chief of Staff, Personnel, AF 

Deputy Chief of Staff, M&PA, Marine Corps 

Chief, Office of Personnel and Training, 
U.S. Coast Guard 

Deputy Assistant Secretary of Defense 
(Management Systems), OASD(C) 

Technical Advisors: Commander, AAFES 

Commander, NAVKESSC 
'* Director, MWR Operations, Marine Corps 
' Chief, Morale and Exchange Division, USCG 

to fhP 3t^ff Pjr^^ 
T^"^^ commissi gt^^t 

As appointed by the 
Staff Director 0-6 Chairman. 

Administrative t^^^^t\5^!lt^'''^ E-4 ^r e^ivalent 
Staff ^^""^ Typist civilian grade 

E-4 or equivalent 
Navy Typist civilian grade 

„„ine corps typist =-4 .cr^e^ivalent 
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Hilestones for Completinc the DcD Study of Military Exchances 

/ ^ V> a T/ 



(the Jones Commission II) 



1. 



3. 



4. 



Action 



Determine composition of 
the study group or commis- 
sion and organizational 
structure . 

Arrange for office space 
and equipment for Commis- 
sion for 16 members and 
4 administrative staff. 

Write letter to General 
Officer Steering Group 
outlining major objectives 
of their involvement and 
advising of first meeting 
to be hosted by the 
Commission Chairman. 

Each member of commission 
will be assigned Committee 
Chairmanship responsibili- 
ties . 



5. Arrange to receive Commis- 
sion staff and prepare in- 
brief ings, billeting, etc. 

6. Chairman prepare In Process 
Review for General Officer 
Steering Group approxi- 
mately every 3 weeks. 

7. Host initial meeting of 
General Officer Steering 
Group in Pentagon, 

8. Brief ASD(FMfiP) and 
Assistant Secretaries on 
status of study. 

9. Present draft report and 
brief to Steering Group. 

10. Final draft report sub- 
mitted to Military 
Departments for comment. 

11. Comments included as 
appendix to report and 
final report submitted to 
ASD<FM&P) for signature. 



Milestone 
Completion 

March 23 



April 2 



May 7 



May 9 

May 14 
May 25 

May 30 

July 16-27 

August 24 
August 28 

September 14 



OPR 

Commission 
Chairman 



Commission 
Chairman 



Commission 
Chairman 



12. Report submitted to 



October 1 



Staff Director 



Commission 
Chairman 



Commission 
Chairman 



Commission 
Chairman 



Staff Director 



Commission 
Chairman 

Commission 
Chairman 



Commission 
Chairman 



TBO 




MEMORANDUM FOR: ^Jt^i^R^^lRvi^SE^^'K^ 

StaNT sIcRrrARY of defense for FORCE 

3»yT;i?0«-OFDSFENSE 
SUBJEa: Review of Exchange Systems in the Department of Defense 

The missions of the military exchanges of the f/^Pj^^^m^^.^f;^^^^^^^ 

JrovTde authorized P.'trons w.tl. art»:les 3n^^^^^^ of funding for 

There is hereby established a Review Gr-P on E«h»n^^^^^^ 
If Defense for^Force Management and of Defense, and 

for Production and Logirt^«, the Comptroll^^^^^^^^ P Military Departments and 
senior representatives desionated by the secreTs secretary of Defense for 
the Chairman of the Joint Chiefs pf Staff .The Assista^^^ i Review Group 

Force Management and P!f»""S'i^* ' &f exch^ in the Department of 
shall review the organization and operation findings and recornmendations 

Defense and shall V°KT|»Lwl"oupVrecor^mendatr^ T'Vnfitnse 
for strengthening ^^em. The Review Group e Department of Defense 

;OTernn»^^^^^^^^^^ . . 

TheobiectivesofimprovingtheDepa^^^^^^^^^ 
proceedings. 
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A DOD STUDY OF MILITARY EXCHANGES 



Appendix B 



Purchasing and Inventory Control 



Attachment 1 
Attachment 2 
Attachment 3 
Attachment 4 

Attachment 5 



NAVRESSO Comments B-X 

MWRSPTACT Comments B-8 

AAFES Comments B-13 

Sales Loss Rationale B-14 

Inventory Quotes B-21 



From : 
To: 



NAVT?ESSO Attendees V/-7^^ 
hAVKE.i>^v^ Study Group ' 

To- Chainr.an, Jones ii j 

«v ui.KXGT.nZH7 FOCUS GROUP MEETING; DISSENTING 
Subj: INVENTORY HA>AGEMENT 

OPINION 

End: J.H. K.recki Memo for the Record 

. J nv«^»tlon the aroup could not agree on a 

assumptions s 

e.n,f.ctory customer service, prices, ite» brand 
*• fvailfbutly f -inf med 

B level of buyer productivity could be wintalned 

additional purchase 



D. 



Based on a rough -tiB*\e \. 'tated «;at appro.Ua^^^^^ 300 
Vo 600 purchasing positions ^ouia million with 

ntcrrrSrsf " ' 



to 5 years to inplement 



2. 



Both the navy a«» Marine Corp ^^^isagreed v^^^^^^^^ 

«ricrre^tfuii^;ixi^pr^>\ 

opinion is reflected l"/"*!^) ' . A 





Si^^lS i^tlndee. to Other Focus Croup. 
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Xttachnent 1 



r.ZM:?-A>:'UM fcf. the pe- 



Sub 





■!--.e F-rp:se cf this iT.e:-'crar.l-- is t: state -..-.e 

SAVFEESO a-endees at su-.ect r.eetir.c. The r-.iir. c£. th S -st-vS 

group is t= provide an unconstrained base'ine ^^-^^'^-'f -B>:^ 
Department cf Eefe^5e Rrn-ed Force, exchanse syste^ns;^ tdert*J|g^.^:>| 
increased efficiencies, reduce overhead eest5 a.i inrreas* iavinf* 
in nonappropriated and appropriated fund reso,:rces. Poll,cle» ind 
inltlatlv.5 will b. recon«..n<ied th*t provide for an crd.riy' 
implementation of any Identified ef f ecl.ncles: the chan^^* »hould,| 
have no negative Impact on customer service or savings: and review., 
all functional areas of the armed services .xehaaje.. ; \A»tX\^^^^ 
efficiencies and Include but not be 11-lted to the feasibility of ;^ 
consolidating some or all functional areas. 1 

The specific purpose of subject focus group was tc exam.ine '^■'■^^^^ 
procuren..nt/contractln, function of the three exchange systems for | 
i„,provement and/or possible consolidation. The fol|owlhg 
represent, the main ireas of agreement fro. the perspective of the 

NAVRESSO attendees^ 

o If a consolidation were to be undertaken, the only 

infrastructure which .ay have the capacity tc absorb thel 
combined operation Is AAFES. 
o The elimination cf the Havy procurement/contracting 
function would result in the elimination of buyer, at 
NAVRESSO, Havy Field Support Office*. Havy Resale 




Activities and Warlnt Corps exchanges. These reducti^^^' 
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■* ' . NAVfiESSO considers 

cou-.d not ie deterrT.-.r.ei. NAVr-. 

;.v..ssou. .ucc.«cuuy c»..ouaa..a neU support 

Office, and th. addition of buyln, st.ff at AAF« 

.n... to co». to .1. -u. t.. .... 

severely United the results of tMs focus ,roup 
, U -a. concluded unanimously that each service is 

.cco.pUs.an, its mission admirably in th. f.c. of 

„„p.ecedented competition fro. co^nercial retailers. 
, There are rVs.s associated xith .er,er of the 

„erchandls. procurement function on real or customer 
percieved service levels. «av, and «arin. Corps 

. „ ma, U disenfranchlzed due to a chan,. in the 
customers may 

..,in, struc'tur.. «hich «ould distance .he huyer from 

[ \r AHhoush these ris.s are real and customer 
customer. AHho , ^^^^^^ 

i«v»lt» is a fragile commodity, as evi 
loyalty ^^^^^ 

unsuccessful merger of two re.a , 

Is. concern, -r. Urg.I, dismissed or given footnot. 

Tor .v.r, on. eu.tom.r In a hundred who is 
consideration. For .v.ry o 

..,f«nchlsed. the loss l« .-vy -xCang. ^""^ * ; 
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, ... - w-:i cffset S4 ^:lUcn of ar:..-a. 

ar^-ievee t^.^o.5^ ccr:s c : : ^ i = - • 

" ' ' ..«^c- o' ty.e study group was to cr..y 

fact tT.at tr.e iriss.c o. . 

. ..;r f-e •a.T.e or higher leve.s 
..nd c'-anges that maintiin t..e -a- c 

... „rv;ce to the customer «as generally 
c£ irand selection a:.d serv..e 

,,,, iteration in th. conclusion o( this 
given little or no consi-era 

focus group. 

It wa. the general p.rc.ptlon of th. sroup that 
' ::.ationo.th. procure., function ., .e».-n.o„. 

- There was no factual data 

i. reductions. lu^*" 

cost price ,o„i<leration. It 

„,esented which supported this crlti 

presence reductions that 

agreed that If th.r. -r. -nf eo.t prle. 

I ii« *^ff««t bv increased 
they would at least be partially offset by i 

costs. There was no clear 
rtistributlon and operational costs 

Briees established by the 
l„„efit in term of lower cost prices 

focus group- . ^l^, p.rm.nent 

0 There were repeated references by .e.ber. 

. tea. t;at it would 1.. better for the group to 
study team that it; 

. .=,„e form of consolidation than to have 
recoiwnend some xorir. v» .i.v.„,»tv 
* r« of consolidation .dieted by higher authority. 
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♦ w.*. t^e services were 
- rp-.*^nc35 were tr.at 

•_ri.*5 ^ -T.ers vere "e . 1 

. re-e-t functior.s we... c-£--e- 

;..';\,l-ure.e.-.-- function to any appreciaV.e e.-.e.t, 
Jt t.e.e te ,o.. .e..onn.l savings U.at 

■ . but t-ese were not qr^anitif led. 

,d result from consol Station but t., 

■ of tv, NAVSESSO attendees that the Issue of 
Xt was the opinion of t.., 

all of the procurement tuncx;io» 

""""""" "11 - " - 

,,4.«ftn of recommendations. 

,..u,W th ^^^^^^^^^^ ^^^^ ^^^^^ ^^^,^^^,^,,„„ 

,Hernative ways ,,VK.SSO attendees 

'^^•'^ \. ...ufUation that supports any for. of 

consider that there is no justif ^^^^ 

. ....iidation of th- procurement function 

..con^endin, the current status ,uo are attached. 
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.K. expanse servUe. a.e .HeC.v.., perfcr^-:.. .^.U^ 
. p.ovi.in, ,00., and .e.vlce...= .iU.ary per,or.ne. 

- -If it ain't broke - don't fix it. 

^-wp. programs 

*„r«>anc. has been achieved In a period of 
This oertormanco 

L,re edented t.r-oU r.^aiUn,. . P--- jj^r 

necessarily Better." ^^^^^^^ ^^^^^ 

irdividual exchan?. service, can react , „ 

, — troop reductions based on 
„ni result fro» base closure, and troop 

TV. Individual exchange 
i. -.-.natie global changes. The inaivia 

^""r s r « r to their customer base than a consolidated 
..rvlces are ^^^^^ ^^^^^ 

system would be and can better relate 

-wt« " "TaXlnq Care of our own. 
^ - prid* of ownership. Tamns 

the Hav, i. . ver, f.vorabl. position fro. the 

Rtatus QMO for the navy i» « * * 
Status quw ...„tiv orovldee excellent 

4nt that the Havy Resale Syetem presently provi 
point that tne n J ,>j.ovlde savings 

goods and .ervlc. f their Havy con«unit,. U pro 
„ ouality merchandi.. to it. patron.. U i. very responsive 

and. and cu.to.er., -hil. contributing th. 
to local commands ana cu* m^vmssc 

...... " "Ttrr.? 

„. ». .... « " 
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»:.--v pv.--. 3r, = e services. N^VrrrS-, *s p-*-^- 
evolu.U^.ry .rgani .aUcnal ... c,.:..Ur..: .... 
a-e eesijr.ed to ensure c=ntir.ue<! s-ccess ir. a ir.crea.ingly 
sophisticated and aggressive retailing ir.dustry. Any merger 
would carry with it a degree of risK that is not justified by 
the n,lnimal savinss that n.ay or ir,ay not te achieved. 
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F?0-: r.arir.e Corps Attendees 

Chair-an. Jc'es IT Stucy 3rcv.? 

/ii *iis«''or. and Objectives 

Enhance Service Purchasing Product i v: ty 

••3'} Draft F.epcrt 

1. Res.rdles. of whatever iecision is reached as it relates to 
consolidation, the Marine Corps Exchanges should be allowed to 
continue to operate as a division under the Marine Corps 
consolidated KWl. syste-. Consolidation of business., should 

he considered in the future due to the increased efficiencies, cost 
savings and loss of appropriated funds to support M«, activities. 
The Marine Corps' testing of a consolidated system -ill prove 

invaluable -hen this issue is addressed for all services. 

2. Eased upon the mission statement (end 1) the following is 

submi tted. 

o Is consolidation feasible - Probable. 
The Exchange systems carry approximately 80% of the same type of 
items. They may va'ry In depth, vendor or pricing but the 

. .«»4l.r The different merchandise that makes the 
assortments are similar. ine 

A j<**.T..nt fJOil would have to be considered 
exchanges unique and different 1.20%) 

and a way found to maintain that uniqueness. 

o IS consolidation cost eff.ctlv. - Kot Probable. 

Th. exchange system. vary In th. -.y -erch.ndl.. 1. procured. 

At any given time merchandise can be purchased with term., dating, 
freight, rebate, and allowances negotiated to reflect different 
cost price.. The Exchanges are probably purchasing merchandise 
that would preclude any major saving... taking into consideration 
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rt i! orcbable fr.it ef f i c : er.c". es ceu.u ^= - -- 

.urchasina (end 3) base^ upon duplication of efforts by the 
;,,ferent exchange systems. T.are cou.d a'.so be efficiencies 
realized in MIS, transportation and distribution, personnel, 
accounting and other areas related to retail sal... 
3 Without the proper sy,t.«. (MIS. Warehouse. Transportation, 
Accountino. etc.) in place, the «arin. Corps cannot reco.n,end 
consolidated buying. However, -ith the support systems in place 
and substantial savings and efficiencies Identified, the Marine 

...^A nartlai consolidated buying of selected 
Corps could recommend partia. 

classifications of merchandise. 
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-es::ie r.c e:f:c;e-c:e£ i" prar- 

r V r r. = r.c e i : 5 ' e *" 

1^ ^ , - m i r Ji» r z er. ''cv a hioh 

rrccecures. j-e f-a - •• 

..i»w J. Wo a"a i 3bi 1 i V c: cerscr.a'i contact 
'X. the o..ron by merchandise personnel (buyer.,. The p.tron ..y 
p.y . higher pric. for so-.e ite.s if the exchange doe. not buy in 
cuantles that are large enough to receive lower cost prices. The 
patron would continue to benefit from th. assortment of m.rch.ndi.. 
that local level buying ensures. The ability to react to everyday 
oricing and promotions from competition would remain as a strong 
advantage. By ulltzation of distributors the Marine Corps exchange 
not only takes advantage of the vendor, expertise, but reduces cost 
or i.bor, transportation and warehouse/distribution cost. The 
•nability of headquarters to ensure proper stock levels, 
assortments and pricing of certain Item, or cla„lf ication, 1, . 
concern. 

b. ron^o-lidation: With partial consolidation, the 

Exchanoe, mav reduc'e payroll expense,. Additionally procedures for 
some functional areas such security and personnel training could 
b. .tandardired. System, such as HIS could b. upgraded resulting 
in better management control. Cuatomer ,ervlc. could be improved 
becau,. of a better in stock position for some ba,ic merchandise. 
The patron should al.o benefit with uniform pricing by .11 
exchange, within a epecific ehopping area. 
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.:c^ ze 5 =t3-c:arcir5t:cn cf ' - ^ 

■ r . u.,^-rart'»'-s ievel. Hcwever the patron C0u:d 
directed from a r.ea^-uar ^e. s .c.c. 

receive a i=ver leve'. of cv.s--o.xer service because of 
st.r.dardicaticn of stores and the -.ack of f : exibi : ity that now 

-r. r-^-'rVv react to the specific needs and 
alloMS the excnanges -o qu.cK.y re=^-^ f 

wants of the local population. Ir. addition., the merchandise staff 
would be ren,oved at the local level making com„.unlcatlon with the 
local patron virtually impossible. The stores would lose th. 
identity they now have based on an focused stock assortment. 
However, Full consolidation should provide for more systematic 
catalog! and promotional event, and better utilisation of availible 
oo-op participation fro. vendors. There could be saving, in th. 
area' of private label/house brand merchandise. There could 
V, saving, in th. .re. of transportation and distribution. His 
svstems would have to be consol Idated /upgraded without duplication 
of efforts. There should be savings generated he at buying level 
because of quanit/ discount,, allowances and terms. There could 
be possible saving, in existing areas that have different exchanges 
competino for the same customer. Th. .billty to n.gotl.t. loci 
dir.ct d.llv.ry contract, become, mor. difficult and time 
consuming. 

a. «. T...»te sv.t .... with specific Berommendation. : A, a 
,epar.te decentralized system, the Marine Corp, Exchange Sy,tem 
would continue to eervlc. th. patron well and provide .d.quat. 
fund, to ,upport the «W» program,. However, a standardised grading 
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CONSOLIDATED EXCHANGE SERVICE 
CONCERNS 



n strictly a statistical viewpoint, a complete consolidation of the 
Llvih=nL services may appear to be cost effective and desirable; 
:verthe^pro!ecied savings can be greatly affected by the following 

anglble Isauea: 

* Each exchange service has significant philosophic variatlona within 
th^lr area of operation. For example, AAFES has a vertical manage- 
ment etructure the Marines *re integrated «ith the MMR. and the 
Sl^y Sas direli distribution of dividende. The projected savings 
H«« not address the tremendous impact to the operating environnent 
»nS corLrate lSlture. These changes effect the retail operation and 
aSauSe ?Se consoUdited Bxchan«e Syete. would operate in a smooth 
"AAFES- like" environment. 

B Bxchanse management reporting to a Board of Directors comprised of 
military representation i8 needed to assure response to the 
military customer. 

C Consolidation requires compromise, cooperation and a willingness 

^' to make changes. Each of the three ^^ndatLn'will 
luatifiably proud of their operations. A consolidation will 
r^ouire significant changes to the way business is conducted. 
Is pirt of human nature, we are all generally resistant to change. 
A hostile consolidation will surely fail and the customer will 
suffer. 

n While there are obvious efficiencies in centralization ; experience 
l^llt U8 the?e is a "point of dlBlnlshlna return", e.g.. at some 
p^iit in cenrraUzation,.we cease realizing efficienclea and 
becoBe inefficient in attaining desired goals/efficiencies. 

inth r-eaarda to consolidation, no one knows where that point is, 
!! * J ?- oLalble that AAFBS is approaching that point, or nay 
^^reidy have riScSed It in .o.e areSe. This could significantly 
distort projected savings. 

K All savings assume a mobile work force and a possible action, 
^is Sin probably not be the case. Projected savings cannot be 
realized in less than five years. 

F A consolidated exchange would be one of *he largest retail 
^ organHations in the world. This requires ^if^i^ ^^iii!^^^. 
management equal to. or better than our competitors 
? S^t sLrs etc A consolidated exchange system would have 
^;"^'^co»peUUve^ith regards to hiring retaining this kind 
of managerial talent, i.e., pay scale, fringe benefits, perks. 

G Much of the projected savings can be achieved with a partial 
consolidation of the three services. 

H A bigger organization is more visible and bears the risks of 
increased political and bureaucratic influences. 



B-13 



Attachment 3 



0-'-s**or- Pr--viie full details and ra:i©r.«le fcr your- . 
As::-.a--es c:' a ;5\ sales loss and of a tZ^ rr.iilior. profit, 
reduction ..." 





>r.sver : 

H-nderson Hall HCX and Fort Myer AAFES exchanj, ar€ vi th|p 
clcse proxixity such that patrons at either installation, jr.a^ 
convfeniently shop at either facility. 

Henderson Hall retail sales {^^^ "j^^ 

Sll siUion - a difference of SIO million or ' V i ■ ' 
assumed^ that each buying group could ha^'t .T.archandised it?, 
store in whatever manner it wanted to. ' 

«. >v*if of all wilitary patrona have a choice of ^ 
txthan^e! in'-htch'to ^hlp! '47* ti.e. on-half .,u»l, 
roughly 33%« 

we conservatively «e<l 15* to i»cl»de j ^.^f'^/l.. .v,^ 

n.trana who Kouid buy something even It wh«t they 5**i^J. . ■ ' - 
petroM wno , validation, we looked- at the 

^?%avre s?lre5 of the cSang. to A»e.' serehandlaev 
l^S^rt^^nt' '"yrenUrt. .uff .red sale, lo.a f ro.^ ^ ^ 
change reade by Ames. 

lost sales of about $255 niaiion. . ^ ^ • 

J a.v a. «^««. orof it lost would be partially of f'seit ' 

profitability factor to use. 

Retail net contribution approximate. V 
U»M 10% equal. $25.5 .illion. «e used $25 laiUion. 

our .n.ly.1. ."U«.d that'^'J^y/M'^Corpj SJ^S^bS-tt^J! 
to another but with no not chanflo In total. 



J.. 
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THE OFF'CE OF THE ASSISTANT SECRETARY OF DEFENSE 

WASHINGTON DC 20301-4000 



CE MANAGEMENT 

4 4 AUG 1330. 

Ms Jill Manning * 

KPMG Peat Marvick 

1601 Elm Street, Suite 1400 

Thanksgiving Tower 

Dallas, Texas 75201 

Dear Ms Manning: 

A Departaent of Defense study group is now reviewing the 
feasibility of consolidating the Military exchange systems. 

One of the exchange services has projected a 15% loss in 
sales volume and a $25 million decrease in profit, if the 
exchange operations are consolidated. Inclosure I details 
the questions asked upon receipt of these projections and 
inclosure 2 is the rationale provided to support those 
projections. 

I would appreciate receiving your opinion of the 
appropriateness of the rationale used in making the 
projections. While the two stores are closely sited, they 
are distinctly different in size, merchandise assortments and 
price lines. Specifically, is the comparison of two stores 
sufficient to project trends for the entire system? 

Thank you in advance^ for your assistance. 




W. Michael Moreland, C.P.L,, 
Chairman, Inventory Management Focus Group 
DoD Armed Services Exchange Study Group 

2 Incl 



as 
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6 Ay..CWSt 



re: ^-eetrng or. 7 A-.-g.^st and page 7 of Navy /Mar me fissess-r-ent 
of study 

1 Please provide full details and rationale for your 

eitt^ates of a l^v. sales loss and of a S25 million profit 
reduction, to includei 

Specifics on merchandise variety reductions, 
' i e., what merchandise is now being bought by 
Navy and Marine buyers that could not be 
purchased by a central buyer, and why| show the 
dollar sales and profits by each category that 
can not be bought centrally. 

b What changes in pricing policies were assumed, 
' and why? What Are the Impacts of each? 

c. What stock assortment changes were assumed, and 
why? What are the impacts of each? 

d. What more expensive purchases were assumed, and 
why? What are the impacts of each? 

e. What mark down changes were assumed, and why? 
What are the impacts of each? 

f. Detail any other assumptions and the rationale 
and Impact for each. 

Show vour assessment on the impact on small businesses. 
HOW miny vendors now supply NAVRESSO and what are the net 
dollar purchases? How many of these vendors meet ^h. 
t?an3ard Federal definition of small businesses -nd what 
!re the net dollar' purchases from them? How many small 
vendors supplying what merchandise categories valued at 

K^fHnllar amounts of purchases would not be or could 
not ci^ti^^Sd undSr I centralized alignment, and why? 

When a competitive environment exists, suppliers co«P«** 
Tit^ other suppliers for business. Detail your rational, 
and iT.t specific examples and the impact, of each 
instance where the .xistence or *b«encjofAAFES 
contracts influenced th« outcome of NAVRESSO 
sol icitations/con tract* • 

Since these points were briefed by NAVRESSO on 7 August, it 
Is assumed the Information requested is readily available. 
Please forward it to arrive here this week. 



2. 



3. 
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y^nierscn Hall HCX and Tort Hyer AAfES exchanj* ar« within 
close proximity such that patrons at either instillation ir.ay 
conveniently shop at either facility. 

Henderson Hall retail sales are $:i million. Fort Myer is 
Si? millirvn - a difference of SIO million or 47^- 
assulSed thSt each buying group could hav ...rchandised if 
store in whatever wanner it wanted to. 

About one-half of all ^*:!h;if t^SSls' 

exchanges In which to »hop. 47% times one hail equai» 

roughly 23%. 

v» conservatively used 15% to include a factor for those 
ratro^s'^^ripl bu, ..».tMn« even U HHJ/lW, 

ItlVA :?%2$reTtcr« oi tht to ju.e.- merchandise 

i:fortn.ent' Tay?e .tor.» suffered 16% s.le, lo.. fro. th. 

change made by Xraes. 

lo»t eelee ot ebout $35S willion. 

J -v.* orofit lost would be partially offset 

We »ssar.ed that 0'<»»» f'*"5„t„%ith perfect linearity 
by ranagin, J^'^^^SoSld be 90«.ei^•t^e,. thaft linear, 
(reality 18 tha^ It HOUtop Therefore, -retail 

J^rront'ribrti;""*:'::":: th. tSr„ i. the appropriate 
profitability factor to use. 

Retail net contribution approximece. 10%. $2M^ 
tiroes 10% equals 325. 5 million, wc v»c« 9 

our analysis assumed th.t^;j|'«rcS:nS: Tou'inS "b^ 

\tu'i.'iv^ ;;c'n.sr."n.^bry 

tl Sno?h.r but with no net ch.nae in totel. 
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Peat Marwick 



:e01 £:rr Street 
C»n«9. TX 75201 



TO^'-c-.t 2U '&4 200C 




Auguac 17 1 1990 



Mr* V. Michael KorelAndi C.P.H, 
Ch«lrm«&» Xaventory ZUntgtm«nt roeii« Croop 
DOD Am«4 Serrlc*« txctufi^t Study Croup 
BuUdins 3067, fftvphltttc Littltt Crttk 
Iforfolk^ Vlrtlnit 23521 

Dear Nr. Mor elands 

As dlaeuastd In pur phont conversation on Auguat 14, 1990, ve hare rsvlftved 
the XAVT/USKC asttaaaenta of antlclptttd »al«f loaaaa and profit reductlona In 
conntctlon vith tha feasibility ttud/ of oonaolldatins the military exchange 
syatea. Basfid on our undtrstandln^, theae tatlmated lossea are projected frois 
the coaparison of only tvo atoree within close prozlalty. Tha 1IAV7/USMC 
exchanges aay differ greatly froa the AAFE$ exchanges In size, serchandlse 
aesortaents, price lines and geographic loeatlona, and It vould be difficult, 
based on the limited information, to project anticipated losses due to a 
consolidation. Based on these facts, there appears to be Insufficient data to 
project anticipated loeees in ths event o£ the consolidation of tha nllitary 
exchange systeas. 

If X can ba of further assistanca la thla faasibllity atudy, please feel free 
to girt mc a call at <214), 754-2379. Thank y^. 

Very truly youra, 
XPHG FKAT MARVXGX 



Phil Karshall, Partner 

PMtOB 
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<r</**nt- riif Terences in the merchandising and 
'""liltlnl st?a Qles Of Ia"s exchanges and those of Navy an, 
SIrine'S'orps exc^inges. The ™ajot differences are: 



AAfES. 



NEX/MCX 



STOCK ASSORTHENTS Controlled centrally Controlled regionally/ 



PRICING 



Common Systemwidc 
Pricing 



ly 

Coaraon systerowide 
policy but individual 
pricing established 
regionally/locally 
based on competitive 
environment 



SnSPt^^**^^^ Primary hardlines/ More heavily 

•"OCUS consumables oriented softlines oriented 

^1 ^fot^^nrp* In merchandising and marketing strategies have 
These ^if^^";"%h2 differing competitive market structures of 
evolved and Mirine^^^^^ realize a much greater 

^^Mnn nf thSL lxchlnoe retail sales in the United States 
?H''S°SnprAS?ES Ove^seaS accounts for more than AOX of AAFES 
i^t^i'^^P^tl llies whereas Navy and Marine Corps exchanges only 
total retail sales, wnerea* 7 overseas locations. This 

^^"^^^^fhirtJe ^Ei and ici are drlma?icaUy -ore dependent on 
means that the NEX ana wua retailing environment than 

'^''ilfif '^AFls^erchanrs iithln'the its? are generally 

?;«'urbani2ed Dlaces than NEX and hCX exchanges. 75X 
i^^'Jh! u s «Kket» ln"hlch NEX/MCX exchanges operate are in the 
?:pToo";lr.:r,i;s rUd in the (S.le. * H.r e In, 

^^"''gfrUpcrSnwatM iJfin 5he top l5o SsSm -arket rankings. 
Sefe'rorrJL^nS^rd'rre ij .hlch^^^^^^^^ 
characterized by a »ore i"^f"»«'«5"JJtn;''nies In these highly 

siXft^trvrsiiSef.!; s^iis; 'ni5i« "f'l^^^ «• 

concentrated In these Barkets. 

The -ore competitive «"i^"7S2Letln5*str«cto5ls'S^^ ar. 

quickly to conpetitive pricing in these wrkets. 
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, It more likely to live on the private economy 
The NEX/MCX customer is '""" J' 3!;; proportion of Army and Air 
than the AAFES customer. « 9"!^*; ^35^ housing than Navy active 
Force active P"*°;7„Jx^;| fe*e? "captive" customers than 

?^^?.''"?h2"SJi/MJx most haJe merchandising and marketing programs 

?n ftJract cultomers back to the military base, 
designed »""5%^^ies on direct mail advertising to a greater 
Therefore, the NEX "lies on u g.-^jej specialty retailing 
extent ^hanAATES while the «CX 'ppiies sp^ competition. These 

to be effective. 

t -1. n.,«ntltatlve model available that would providt 
There is no sUpXe 5"?", loss that would be Incurred at the 
an estimate of '^e sales loss that woui merchandising 

NEX/MCX retail ""tj*^^^"' tk„1 Is recent example of a merger 
and marketing strategies. There is one proposed merger of 

in the retail Industry that is |^^^iJ^g^°t'3tsPouht chain, 
the •llltary exchanges. Ames, f ""J^^^J^jeS. Ames stores 
'""'iillt ^?r.:rfinries urban?zef trns!%hile Zayre stores 

rn^^'atty^o «aie5 iyrban "Hies'storlf fe e^pp led to the 
Merchandising strategies of the Ames stores were pp 

Zayre operation. As "P^^^^.J" ^^^u^ed isi. The article • 

"e't^^t'^A^r'ti^-Ss it^JSrns oSt. Amet has failed miserably, 
stated in part: if how not to merge two seemingly 

providing a ""r-textbook lesson or now noi « revitalize 

well-suited companies. Net only JJ" ^^05^ stores have 

the zayre stores, since renamed Ames, sales ^^^^^^^ ^^,0 

declined about 16X after a series 5; "'^^^oJes, as well as their 
included changing the..name of the zayre siopbs, 
pricing and advertising policies. 

Today, AAFES. HEX and 5« «. .ell-s«lted to serve t^ 
custo.er$. Their "««^"lJ»i2Lrba"d on their custo.er profile 
evolved over • P«i»f *?-S"ent. Each of the exchange proorans 

Krc^nri^iii^toTei c s^srt 

lnl««d « Result of tho proposed .erflot. . -j^j 



B-20 



Industry Quotes 



Centralized support functions, decentralized iDa-ria£enjent 



"By the end of 1990, as much as 70-753^ of our merchandise 
will be centrally merchandised. We've found centralized 
merchandising is more efficient so we can pass price savings 
on to customers." Froa K Mart's 1989 Annual Report. 

High performance retailers "...tend to be the 'captains of 
their distribution channels'. These companies have become 
powerful players in the distribution channel because of an 
ability to deliver market share and/or through ownership of 
the source of supply, technology represents a major 
commitment and continuing investment." Managesent Horlaona, 
Spring 1989 HanaKeBent Conference. 

Federated Stores, Inc. Is developing a new, more centralized 
buying strategy that could save it millions of dollars and 
enable it to lower its prices. 

Rnpariitd hf Dalla« M>^^^«tf H««Hr July 8, 1990. 

"Our distribution centers process 80% of everything we sell 
In a Wal-Mart. Due to technology and new equipment in DCs, 
they routinely process 200,000 cases a day. We have lowered 
our costs and dramatically added to our overall capacity.^ 
With technology 'regional merchandising can be done today'." 
FroB David Glass, CEO , Nal-Mart , in January 1990 issue of 

"The retail organization , will be flat, lean and very 
decentralized as information technology increases senior 
management's span of control. Middle management will all be 
disappear as information flows directly up to higher 
management or further down into the organization for analysis 
and decisions." Fron Dan Sweeney, Chairaan, Managenent 
Horisons, in Th^ P«lla« MoT^ina Ham. June 12, 1990. 

"Decentralized nanagement had been a difficult way to run a 
business due to tha need to coordinate buying. aarXetlng. 
f>rivftriiiaing . But technology (worldwide satellite 
comBunications , distributed information systems, expert 
systems) and intensified local narket competition will 
transform decentralization into the preferred organizational 
option. Decentralization will represent the business 
response to greater diversity and greater democracy in the 
marketplace." From Management Borlsons' Kfitrflninff 2000 ■ as 
reported by Tn<t4Hi> Ret^iHwg. June 18, 1990. 

-The Limited stores use store profile clustering to tailor 
their merchandise nix to local trading, resulting in a 
maximized sales opportunity at a reduced inventory 
investment." Management Borizona, Spring 1990 Management 
Conference 
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Appendix C 



Management Information System 
Attachment s 



I. DESCRIPTION; Computer processing is central ired on IBM 
-..v=0 class co.Tiputers manufactured by Amaahl Inc. In Europe, 
a few'online applications run on an IBM 4381 computer. 
Processing at the automated distribution centers is 
accomplished on state of the art DEC mainframes. Decision 
support systems are on an IBM 4341 in Dallas. 

II. ASSESSMENT: Mainframes are upgradeable and positioned 
well for growth; there are no foreseeable restraints. 

Ill FUTURE SYSTEMS: Several projects are underway to upgrade 
and'improve capabilities. Processing power and memory on one 
of the IBM 3090s is set for September 1990. Contract was 
awarded to double disk capacity over the next two years as 
arowth is required. Decision support processing will move to 
the mainframes to provide more processing flexibility as well 
as growth capacity. 

Mid-range computers will be installed in all CONUS main 
stores after a contract is awarded in late 1990, 



OPERATING SYSTEMS 

/ 

I DESCRIPTION: Operating software is IBM MVS/XA using IBM 
VTAM as communications interface. The data base ""^^^g^"®"^^ 
system is IBM IMS. Systems development interface is IBM TSO. 
IBM VM will be used for the decision support system once 
migrated to the mainframes. 

II. ASSESSMENT: MVS/XA and IMS fully satisfies the ^ ^ ^ 
production processing needs of AAFES. Oracle ^^^^^^"f ^^^^^ 
on the mainframe; it has been selected as the relational data 
base management system for the future store level midsize 
computers. 

Ill FUTURE: Consideration is being given to using a state 
of the art relational data base management system at the 
corporate level. Data could be passed from and refreshed by 
the production IMS data base management system. Many 
companies have both relational and non-relational data bases. 
The non-relational data . base managment systems support the 
company's investment in their particular program code and 
application systems investment. 

C-1 



I. DEBCn IPT ION: A leased line networi:, using NCR Comten 
f^ont end and remcte communications processors with IBn bDLC 
protocol, ev.tends throughout CONUS and the Pacific and to 
portions of Europe. Europe is primarily served by a public 
packet switched network, interconnected to the private leased 
lin<= network. In CQNUS a separate network, reaching to 
virtually every facility, is used for check cashing approval 
and credit authorization. This network is also used by Coast 
Guard/Navy clubs, commissaries and other non-AAFES activities 
on a pay as you go basis. 

II. ASSESSMENT! Hardware and Comten controlled 
telecommunications are state of the art technology and 
positioned well for growth. There are no foreseeable 
restraints for either of these areas. The check 
cashing/credit authorization network has far outlived its 
life cycle expectancy. Its technology prevents badly needed 
ex pansion . 

III. FUTURE: Seven of the 11 Comten processors in CONUS are. 
being replaced by a satellite network. One hundred and 
thirty leased lines are also being eliminated. This project 
is over half completed and will be completed by September 
1990. An RFP is nearly complete for replacement of equipment 
on the check/credit authorization network. Complete 
replacement is expected to' take two years thus eliminating 
present technology, constraints. 
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Technical Information Paper (TIP) 



Page 1 



MAINFRAMES 



Arodahl 5880MP, 23 MIPS, 96 MB, 48 channels 
A-T.dahl 5590/400E. 55 MIPS, 256 MB, 96 channels 



OP'^^TTNG SYSTEM SOFTWARE: IBM's MVS/XA with JES2, Release 2.2 
■ *' IBM'S VTAM. Release 2; viU upgrade to Release 3 

IBM'S IMS DB/DC. Release 1.3; upgrade to Release 2.2 in 2Q90 



DASD: 



IBM 3380 Single Density: 
IBM 3380 Double Density: 
Amdahl 6380 Double Density: 
Amdahl 6380 Single Density: 

Total : 



55 GB, 

30 GB, 

120 GB, 

10 GB, 



88 actuators 
24 actuators 
96 actuators 
16 actuators 



215 GB, 224 actuators 



EDAS: 



Amdahl 6680j 256 MB of high-speed, solid-state storage with 
battery back-up j used for small, very high activity files. 



Local 


Remote 


Total 


1163 


1775 


2938 


" 132 


616 


748 


432 


142 


574 








1727 


2533 


4260 


466 


774 


1240 


29 


' 28 


57 


10 


32 


42 



MAGNETIC TAPE; IBM 3480: 24 drives, 19,600 cartridges 
MAGNETIC TA£S. ^^^^ ^ drives, 3,500 10.5 inch reels 

TERMINALS: 

MAINTRAME ATTACHED: 

VDTs (327X, 3180, 319X, 347X) 
Printers (Dot Matrix & Laser) 
PCs (Coax attached as a VDT) 

Total 

STAND-ALONE (not MF attached): 
PCs (Dell, Epson) 
Laptop PCs 
Special Purpose PCs 

COMMUNICATION PROCESSORS: 19 NCR Comtena at 6 locations in CONUS and 
8 locations overseasi all COS capable. 

CONUS SATKLLITB NETWORK: 

Contractor: Hughes Network Systems 

Master Earth Station:-^ El Segundo. California , ^ . 

Number VSATs lnstalledi-f1^ (this total is changing almost daily) 
Number VSATs planned by September, 1990: approximately 130 

-BJB SITES: 15 major sites attached to Dallas (ERs,-OBS, DCs)j 
335 facility level sites attached to Dallas; 
445 dial-up sites (mainly FPOS/RPOS) attached to Dallas; 

serviced by 70 dial-up . incoming lines. 
404 sites (mainly X.25) attached to Munich. 

FAULT TOLERANT TRANSACTION PROCESSORS: Three IBM Sy«tem/88, Model 082. 
each with 48 MB of memory, 448 MB DASD (Atlanta 6 Oakland) or 

768 MB DASD (Dallas). ^ 
Attached Terminals: approximately 1222 micros, 4500 keypads. 
Total Transactions: 323.000 per day; peak of 5 per second each; 

average response time of 6 seconds. 
By Application: . Credit - 27.000 CVS - 213.000 Other - 83,000 
HUhest single day (8 Dec 89)t processed 452,000 transactions; 
(Credit - 46,000 CVS - 215,000 Other - 191,000). 
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-':^L.^ t^'ii^.^- -^^u^f i^o^a'i.^ r..:^."K' 

n?S-"oi:"Dfc'8650™) .nd one .EC 6320 with 7 GB of 

NEWPORT NEWS. Two SEC *530 (.8 «B e.chh v.th 10 GB of DASD. 

„.co. Tvo'sici^-rn^ :^°.rc^)f :tr/GB o. »*sp, 

approximately 40 attached VDT». 



si 381 300 550 

35 60 



TSO 
KMC2 

NOMAD 2,700 0 " 

FALCON 1.577 20 30 



25,767 1.091 
DATA BASES: 120 
APPLICATION PROGRAMS: 6,000 

VOICE COMMUNICATIONS. Coi«.erel.l (CONUS onl/): ^"^^2° .J*' J*"^.?*' 
50.200 hour. (Do« from 75/000 hours in December) C 15 cents per 
minute. Carriers are AT&T, HCI and Sprint. 

Annual 

DATA COMMONICATIOKS: ^. Ho Coat 

Dedicated Point-to-Point Circuits 

TRW Multipoint Circuits (1,244 drops) " 

VDT & Printer Circuits -(CON0S only) • »J J-JJ 

Backbone Trunk Circuits (Comten to Comten) 29 ^i-w" 

Total Dedicated Circuits/Cost 222 . $5.5M 

Geographical Mileage (dedicated e^^^i^* J"^^;^^, . . 77 301 

Domestic (Includes Oakland-Hairali and Oakland-Alaska) 77.381 

USA to Europe 8*916 
Hawaii to Pacific Areas I 

Total 104,240 

Dial-up Communications (RPOS. FPOS, FJB) Cost Aj^^-JJ^ 

CONUS 76^550 
Pacific 144.144 
Europe 



Total Di«l-Vp Cost 



$ 286,245 
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DISTRIBUTED PROCESSORS 
(CVIrSZAS) 



In Europe. 22 T:990's most with 100 f'-S of 
DASD; 19 inCO's with one 17MB or one 40 MB 
drive. 

In the Pacific, seven Tl990's. 

Also, systems in Alaska. PanaXDa. Puerto Rico 

and the Azores. 

(COKUS) 



all with from 100 to 500MB of ^ASD. 
13 xnOO's used for MCSS, all vith 40MB of 
storage . 



.OCA. HKTV0KK3 aAKO:^^T.n .ep«^^^^^^^ 

TjSiVXi^ZorlZ 2^ vorK3t.tlon, «<. 11 printer.. 
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DATA PROCESSING AT WACO DISTFIBUTION CENTER 



P . , cer.ler was installed in August 1938. CXr corr.?uler and 

,V-. V'W -e-vcrk hardware cost mere than Si, ^00, 000 which includes 
ou^ ^e-'ia: *pr;cessir.g units (CPUs), disk drives (DASD). tape drive 
or=r-ers visual display terminals (VSTs). tenrinal servers, network 
repeiteri and IBM to DEC and DEC to DEC conynunicat ion devices. 

Our hardware consists of: 

1 2 VAX 8S30 Central Processing Units (CPUs) clustered together. 
Each CPU runs at 4 million instructions per second (MIPS) for a 
total processing power of 8 WPS. Each CPU has 32 rnegabytes (MB) 
of internal memory. CPUs can run clustered or separately. 

An SC008 Star Coupler couples the two CPUs. 

2 2 HSC50 high speed controllers for our disk and tape drives. Each 
of our disk and tape drives are dual ported to give us redundancy. 
Our 1/0 devices will automatically switch over to the good con- 
troller should one of our HSCSOs fail. 

3 15 RA81 disk drives each holding 456 megabytes (MB) of data stor- 
age. Our system, progran»s and application files are shadowed to 
a second disk to provide data redundancy. If a disk drive falls, 
the system will continue to process (read and write) from the 

shadow set. 

A One TA8i tape drive which can record at 6250 bits per loch (BPI). 
The tape drive Is used primarily to back up our data files once a 
day, and to load new programs. 

5 One DECSA SNA gateway which communicates with our IBM mainfraas 
in Dallas. A dedicated telephone line between Vaco and Dallas 
connects us to the AATES worldwide network over which data is 
sent to us and we send back files every day also. However, we 
rely mostly on this coni»«ctloa for our electronic mail system 
which we use to correspond vith AAFES people and units all over 
the world. ^ 

6 One DECRouter "200 which connects us to A^S» other DEC computers 
at Kewport Mews, VA, Atlanta, Dallas and Giessen, Germany. This 
DECNET connection is used for software maintenance and some file 
transferring as back up to our SNA gateway connection. 

7. Approximately 130 DEC VT320 VDTs are scattered throughout the 

warehouse tb be used as vork stations at all levels of the ware- 
house. Ve do not use any traphUs or colors in our system. 

a. 3 LGOl and LG02 printers from DEC comprise the core of P*"*?^^ 
capability. Either model runs at 600 lines per minute (LPM), but 
the LG02 li capable of graphics (barcodes, big letters, etc.). 
These printers are located strategically around the warehouse to 
print our documents at the spot where there are used. 

0. Several U-210 and LA-75 desk top printers complement our print 
capability and also are scattered around the warehouse to be used 
where they are needed. 

10. 2 Litton LIS-1520 high speed laser printers ($75,000 each) P^vlde 
special print capability to give us high quality, highly readabU 
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bar codes for carton labels. They print 20 pages per mir.ute and 
are a bit unique because they will feed continuous form paper. 
(K=st laser printers are sheet feeders.) 

Ve have an Ethernet local area ne'-vork in the warehouse which is used 
*c crr.r.ect all our peripherals (VDTs, printers, scanner, sortation 
cent roller, and con-j^un ic at icn devices such as the SNA gateway and DEC 
Kouter) to'the computers. The network reaches from our computer room 
and adrainistration building to every nook and cranny of the warehouse 
and through fiber optic cable and fiber optic repeaters under tarmac 
to our vehicle maintenance/transportation building. 

Our local area network consists of: 

1. Ethernet coaxial cable, transceiver cable, and RS-232 cable are 
installed in the ceiling and at 4 network stations. Several 
thousands of feet of cable and hundreds of connections comprise 
the network which was installed by WADC's own personnel. 

2. 25 DEC200 Terroinal Servers provide full modem connections to all 
the peripherals. Each DEC200 has 8 ports. A port can be used 
for a printer, or a VDT, or a scanner, or any RS-232 type device. 

3. 6 DELNIs connect the terminal servers at our network stations. 
8 terminal servers can be connected to one DELNI. 

4. H4000 transceivers are little black boxes that bite into the 
Ethernet coaxial cable and provide network connection to DELNIs, 
computers, and repeaters. 

5. Fiber optic cable and fiber optic repeaters (one pair). 

Between our local area network and computer, our system communicates 
with our conveyor system and the high speed scanner. From the scanner 
the DEC computer finds out which box just passed. The DBC computer 
then decides to which truck door (sort lane) the box goes. It then 
tells the conveyor system microprocessor the sort lane for the box. 
From the time the box passes under the scanner till the sort message 
is given to the conveyor microprocessor, no more than 250 milliseconds 
can elapse. The DEC system and network must be very fast. 

We use the VAX/VMS operating System and we are currently running VMS 
Version 5.1. Ve use several of DEC»s layered software products for our 
system. These include the following: 

1. VAX Volume Shadowing 

2. RMS, Records Management System 

3. CDD, Common Data Dictionary 

4. FMS, Forma Management System 

5. SNA Gateway Management 

a. Remote Job Entry 

b. Terminal Emulation (lets our.VDT connect to IBM) 

e. Printer Emulation (lets the ZBH print to our printers) 

6. TSM, Terminal Server Manager 

7. VAX System Perfomance Monitor 

8. DECKet End Node. 

Two DEC engineers from Waco are on call 24 hours a day, Monday thru 
Friday to maintain all" pieces of equipment, including our local area 
network. Our computer system mns around the clock 5 days a week. On 
the weekend we back up and reorganize our files, do any program or sys- 
tem maintenance from our Dallas office, and install any new equipment. 
Our current configuration will maintain our operation for the next two 
years, but we constantly watch computer performance, load, and growth 
and will upgrade to newer and faster VAXes if needed. 
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Accounting/r iscal Systems 

— -TlSit^of the financial and accounting functions have been 
\ M^^r.^ subsvstems include: Accounts Payable, Accounts 
.echanxzed. "^^^^^^^f "f,^l*;"%'„"e„tina Statements, Fixed Assets 
Management Capit'al ■ Expenditure Progran., Budgets.. and 

Insurance . 

''^^^These systems suffer the same problems as the merchandising 
«v.^pms The facility number coding structure has significant 
systems. The la y ^ ^^.^ financial transactions. The 

meaning ^^^'^j^^^^' ^""^ ^ind^rs expansion into new business and 
^p^rtin^ op:ra%"ng' re'sufts" Capturing financial transaction data 
reporting °P'' » mostly and error-prone. The systems are 

IS batch °j'?r**'^;i,^°"3^„, of which were designed in the early 
;S!!°whtth ^rectudf ontln^ ::intenance and inquiry capability and 
inhibit report generation. 

^ consultant firm ^^^-^d to develop - J'" 

^fnltructron'Ts undlr'-ay'^anrTmpuLntation scheduled ^ I'^- 
Th^ new system will provide complete reporting flexibility to 
de^e^op" o/er.Ting st.Lm.nts -d statistical anaiys.s for any 

re^:!rped°\^"prrir'nex*iMW"in t^ supporting 

included. 

. Personnel /Payroll Systems 

Description includes all job status and P«"°nn.l 

infor:a:i?n":ces,ar/ Pf^'-t.^^rT Toi H i'"^ ! tr^tn n^'a" 
^"%^^"'\Td rscipl inaVy "nf o^t^on^ M^^^^^^ of^tk. infornltlon 

^^^~^S^r ?ttU '^:.-ii^.'T.^? p 

"aftfnirnce dat^^^^^^^^^ 

"the nersonnel data Dases to piuuu.wc j K.nHmiar'ters 

|#wa. i» /*v--v 4 orTnation Drocessed at the neaaquar-cers 

to' .upport foreign country payrolls for Japan 
^Snl;?tnes!^Kor«!'^:^ are professed locally; Germany 1. proc....d 

on the Dallas mainframe. 
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A ssessme nt . ^. , - u ^ -.^v-. 

The current svstems are reiatively stare-or -the-art . Data 

vs=e= -rcvide the underlying support for online maintenance and 
^-lOU'^'v The caoabilitv to match personnel with positions and 
o-aani'ations is 'missino' and needed. Additional personnel have 
recently been assigned to develop this capability and other 
subsystems which will further automate the personne 1 /payro 1 1 
processes . 

Future , . . 

No new further proiects are currently envisioned. Numerous 

personnel projects which will automate manual functions have been 
identified for development over the next 2-3 years. These include: 

o Online Data Base Update 

o Organization Master File 

o Elimination of Discrepancy Notices 

o Elimination of Rejected Personnel Actions 

o Electronic Routing of Personnel Actions 

o Revise Separation Action Codes 

o Mechanize Job Administration 

o Service Awards: Eligibility and Ordering System 
o Automation of Personnel Separation Information 
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Distribution/Warehouse Systems 

— "-^^^^Ir^arehouse Inventory Control and Rep 1 eni shmenT: system 
a set of inteorated data bases that provide item, price, 
provides a . .j^^-Qf, ja^a to supoort the major merchandising 

""'^l^^l' the "arehousina and distribution functions. The 

systems ^na s^.+em which provides suDOort for non-mechanized 

"n.'l^on cenLrs prid^ces requisitions, 200,000 labels, 

Infoler 10o'm\"nagement reports daily. The Warehouse Management 
^Ctt^m is a stand-alone svstem which provides total operations 
tf.ntort for the three mechanized distribution centers located in 
Sieslen, west Germany; Newport Hews. Virginia: and Waco, Texas. 

Assessmen^ support the non-mechanized warehouses have been 

kept up /o datV and provide full functionality in support of 
warehouse operations. The stand - alone system supporting the 
™«hanized Distribution Center is a purchased package. It 18 
extremely complex. Until very recently. maintenance and 
^^dTITcations to the system were made by the vendor at considerable 
modifications^o i relations with the vendor were 

llllrll. "dditiSnal stlfl aUocat^d and all changes to the system 
are now accomplished internally. 

There are few systems to support the transportation function. 
There ire many processes which need to be automated Requirements 
for these processes must he defined and personnel assigned to 
develop the systems. 

Store Systems 



Description 

The store s 
- related proces 



ystems provide support for a wide variety of store 
jses. These include: checX verification, credit, 
Inltallmenr purchases, detail and food point of sale processing, 
invenUry control. requirements forecasting. and physical 



inventories 

Assessment 



Assessment „^erous systems supporting the "tores, most of 

the store operations are performed manually at considerable expense 
the store nT,«™*lon« need to be automated. In addition 

io C"in ons^o?do?l'?"°nV-^^^^^^ "vings, automating these 
functions -iU greatly improve operating efficiency, employee 
productivity and inventory control. 

^^^^^he AAFES Store Automation Project (ASAP) is being developed 
hv thl samrconsulting firm which is developing the IGLAS project 
5hl. nrllect is well Underway and will be developed In a series of 
p^SnSrippncatlons in threl phases. The -^'^""2"'." iid klJv 
In rnv.ntorr management, fiscal transaction »yat«'»« f"f 'J** 
customer sVrvice areas. The applications identified for 



c 



developfnent are 
PHASE 2 



o 



Inverit.ory Centre: 
o Auromated Replenishment 
o Receiving 
o Price Changes 

o Merchandise/Expense Transfers 
o Shelf Label Production 

PHASE 2: . 

o Accounts Receivable 

PHASE 3: 

o Layaway 

o Refund 

o Cash & Sales 

o Bank Reconciliation 

o Open to Buy/Planning 

o Sales Commission 

o Store/Exchange Manager Workbench 

o Sales Analysis/Merchandise Reporting 

o Cashier Cage 

o Contract/Concessionaire 

o LMS Enhancements 
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Technology 

Employing new technologies in the 1990s will allow our stores to focus on customer 
service and making the sale. Technology will help us better meet our customers' 
needs in terms of in-stock position, competitive pricing and improved customer 
service. To effectively use these new systems, we must increase the use of the 
Universal Product Code throughout our merchandise cycle. The AAFES strategic 
systems vision commits us to automating our stores with improved business systems 
support. These systems will integrate accounting, cash management, purchasing, 
and other functions and will provide managers the necessary information to quickly 
meet administrative responsibilities. 

Technology Strategies: 

1. Install installation-level computers with an expanded telecommunications 
network to link them with both central mainframes and warehouse computers. 
Telecommunications support for installation- level computers will be via AAFES 
satellite network. Installation-level computers are initially planned for CONUS; 
we will confirm their effectiveness for overseas. ECU: JUL 93 DPR: IS 
OCR: MK;PD;CM;PE;PL;ERs;DH;EN 

2. Automate store operating functions with emphasis on tasks requiring extensive 
manual efTort, while insuring integration in the areas of accounting, inventory 
management, marketing and people resources. The AAFES Store Automation 
Project (ASAP) will develop those applications which will be supported by the 
planned installation-level computers and telecommunications network. The 
development of supporting central data bases will remain a top priority, ASAP will 
progress in phases which address the business priorities of the applications being 
developed. Estimated completion dates will be amended as each phase progresses. 

Initial 

Phases ' Installation Date 

0 - Applications not reqijirins installation processors Jan 90 

(shelf label audit, sign making) 

1 - Inventory management Jan 9 1 

2 • Store accounting and cash management Jan 92 

3 • Other strategic and management systems Aug 92 

OPR: MK OCR: CM; IS; DH;PE;ERs; EN 

3 Support store automation with full integration of svstems required to meet the 
needs of all echelons of AAFES. The Integrated General Ledger Accounting System 
(IGLAS) will provide the framework to route data from installation processors to 
financial and other central applications. ECD: DEC 91 OPR: CM OCR: IS; 
PD; MK;PE 
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4. Continue to refine the Warehouse Management System (WMS) under the 
Realignment of AAFES Loeistics (REAL) project. The WmS is now operational at 
Giessen, Dan Daniel and Waco Distribution Centers. ECD: DEC 90 OPR: DH 
OCR: IS 

5. Improve Retail Point of Sale (RPOS) in-store computer systems to enhance store 
support and extend the effective life of our RPOS cash register investment. The new 
RPOS platform will focus on flexibility, commonality and vendor independence to 
support the expansion of RPOS as thepnce performance of the technology improves. 
ECD: DEC 93 OPR: IS;MK OCR: CNl; PL; DH; PD; SD; AU 

6. Explore the use of voice and image transmission for conferences, workshops, 
training and introduction of product lines. As technology improves and costs 
decrease, AAFES must consider expanding its capability to (fissenunate information 
using the telecommunications network. £CD: JAN 91 OPR: PE OCR: IS; 
PA; PD;MK 
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ARMY & AIR FORCE EXCHANGE SERVICE 

AAFBS STORE AUTOMATION PROJECT 
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ARMY & AIR FORCE EXCHANGE SERVICE 

AAFES STORE AUTOMATION PROJECT 
APPUCATI0^4 DESCRIPTION 



M>PLICATiaM NMCi Heplanlifcwnt (Cent'd) 

TANGIBLE BtMEFITS- *ntlclp.t.d p.r«>nn.l ..vlng. to .uton«t«l .-pport of r-or-rlnQ b. 
" $3,600,000 annual ty. 



o 
I-" 



1.0 Full Tl»o Equivalent HPP par SMall Minstora 
1.6 FullHlaa Equivalent KPP par »ad<un malnatora 
2.0 Full Tim Equivalent HPf per large malnatore 

Savings dua to: 

- Elliinata kaypunehInQ ilfm/usu of atora raqulrai-nta for AAFES warahouaad 
and STOVES aMrchandlaa aaaortaanta 

- naduca raqulrawit for dedicated reorder aaaoclate ataffa In atore 

- Ciialnate Mnual dollar aitenalona of reorder tranaactlona Cvhae/open 
ordera) 

- EilMlnata Mnual atora Opei»-T^-euy control loga 

- Greatly reduce the need for manual counta and/or aheif allocation review I 
support of the reorder function 

- £1 inmate detailed SKO level review of replenishmint reordera t>y etore 
mana j awant 

- Ellalnate Mnual record keeping currently aaaoclated with open order 
contract vendor replaniahMnt 

- significant potential for Meaningful retkictlon to average inventory 
inveatMnt 
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ARMY & AIR FORCE EXCHANGE SERVICE 

AAFES STORE AUTOMATION PROJECT 
APPLICATION DESCRIPTION 



jtfPLICATION WME: Racolvlna (Oant'd) 

TAHGMLf KWriTS. Anticipate PT~nn.l nvlng. du. to «.to-.t«. -.PPort of l.«:..».no w«ild b. 
$8,000,000 annually. 

2 Full TItoe Equivalent HPP p«r small malnator* \ 

3 Full Tlwa E|iuiival«nt HPP par Mdlua malnstora j 

4 Fun Tlma Equlvaiant HPP par faroa malnatora | 

24 Full Tl«a Equivalent HPP »n all ragrooa 

S«vin9» due to: 

- CMniiwta •countino" of cartoiw 

- ciiMinata tua -callar of tba CUC imwbar* 
_ eitainata tha naed for "lining up Involcaa" 

- EllaliMto tlio na«l for oxtanalon at Sail <co9t) of open order 

- Eii«lftata the need to Key Into TRW 
_ EllMlnate the need to create -trana»lttai- 

_ Ellnlnate the need for reconciling "0" batch/transal ttal 'or matched 
receipta 

- Eliminate the need for reconciling warehouae re<»ilaltlona to MSi 

_ Eliminate the need for reconciling warohouao requlaUlone to "weekly 
extenaion llstlnga* 



ARMY k AIR FORCE EXCHANGE SERVICE 

AAFES STORE AUTOMATION PROJECT 

APPLICATION DESCRIPTION 



AmiCATICN NMCs Pric* ObwiOM (Oant*tf> 



TAN6IBLE BENEFITS: Anticipated p#r«onn*l ••vlii0« *!• to mtomtf^ support of Prico Ctiw*« would be 
>1. 800.000 annual I 

0.5 FullNTlao Cqulvalont KPP Eichanoo for price chang e ac count top 
l!o FttI I Tl«^. Equivalent MPP per large store for MrlcdOMn request 
proeeesing 

Savings due to: 

- EKnInate the iianhours required to enter SKU and dollar data and 
mtlMMtleally oxtend prioe change worksheets in support of cowpieting 
Mnuai price change docuaentatlon (I.e. seasonal clearance, spol led/daroaoed, 

<p manager's specials. proMotions, eto.) 

- EllKlnate physical dlatrlbutloo and manual reconciliation of price change 
vouchers and the host generated suaMry extensions 

- Eimlnate preparation and maintenance of local nunAier control logs 
associated with local price change transact lone 

- Reduce manual efforts required to update local marlcdoOTi budget allocations 

- Elimination of current facility unique price change suspense files from host 
processors 



- Eliminate need to double count and remove fashion merchandise from sales 
floor to process and maricdoMn. 



ARMY tc AIR FORCE EXCHANGE SERVICE 

AAFES STORE AUTOMATION PROJECT 
APPUCAHON DESCRIPTION 



AprtiCATiON HMCs -rrleo CtangM <oo»fd) 



soft dollar MVings of $850,000 due to: 

D^.M mnhours of SMS and S«1o» Aesoclates roqutrod to physically remove 
prioo cMngs worfcohieto and PLU price Mintenance 

nmAAcm aantwurs reouirod for WW oo«puter operator to key enter PLU price 
• Si:?i?i^SriJi.t^ «PPort of al I locally ad.lnlater«l price change. 

.HliillG. BEHEFfTS, lot.na...o t^UX. a«ocl.tod with l-pioa-ntln. the Price Change ayete. would he 

" ; to: 

- Precliide poee«binty of loet docu-ente being a cauee of •^^•J "'"'"J,' 
prt^ cSa^elnce all facllitloa «lntaming an Iteoi -ator for SKU eiir 
receive electronic notification 

- Becauae of olectrcnio tranamlaelon directly to the atoree, autoiaatic 
euepenaee win be nalntalned within the ayete« 

itoMcnablenees chedce (tolerances) win be built Into the eyetem to preclude 
■ w^^lclno error, due to typographical error, ae price change, are 
generated 

Price chanoe turnaround t law will be eliminated to allow for lonedlate or 
" f ll^h ^I^on^r^ieclal offera fro» vendora or dleco^ered pricing error. 

. Accurate price change infomatlon and promotional Information will be 
available for buyer, to aid In purchaaing decialona 

- price change, at BPOS .tore, will be fully automated to include capture of 
Item aale. count, during promotion. 



ARMY & AIR FORCE EXCHANGE SERVICE 

AAFES STORE AUTOMATION PROJECT 

APPUCATION DESCRIPTION 



ATFLlCliTlCN WIMEs Accounts R«cclvi*l« CConf d) 

TA>tGi»L6 BENEFITS: Anticipated p^BO^t ••vlng. to tno .ut«f<l «.pport of tho Accounts 
■ " fiao«lvabl« cyst^i would tw si. 800.000 annually. 

0.5 Full JI«o Equivalent HPP per walnstoro 
25 Full Tl«c Equivalsnt MPP paraonnal at tha raglona 

%.* 

Savlnga duo to: 

- EllMlnitlon of Manual praiMratlon of docuMonta 

_ Ellnlnatlofi of Manual preparation of trial balances 
Soft dollar aavinga <fci© to: 

- Providing additional collection tools and nore timely infor»atloo. it Is 
assuMSd that annual write-offs could be reduced by at least five percent. 
This reduction would result In a saving of S125,000. 



ARMY & AIR FORCE EXCHANGE SERVICE 

AAFES STORE AUTOMATION PROJECT 
APPUCA710N DESCRIPTION 

/im.l«TION HMKi Layanr fOomt'd) 

TAHGIBIE «NEFITS: Ant.c.p..- P.r««n.. -v.nfl. - f «ito-t^ a-PPort o, tn. L.y.wy .r.t- 
tw $5*100.000 annually. 

1 O Full TIB© Equivalent HPP per small aalnator* 

2 0 Full TIaia Equivalent HPP per aodlun «aln«tor« 
3.0 Full !•■» Equivalent HPP per large nalnetore 

V 

Savlfiot due to: 

- subatantlally reduce cuatoaiar waiting ti«e durino the Initiation and 
coivtetlqn phaaea of layawy tranaactiona 

- substantially reduce the nanhoura currently required to perfor- the dally 

I SlStt^f the lay-ay fMea for Identification of delinquent acccunts and/or 
accounts requiring cancellation 
. EI,«lMte Manual preparation of layaway foraia and doHar/fee/dom payeent 
calculation entries 



- EiLinate BBiiual preparation of custoner follow-up correspondence for 
delinquent and/or cancelled account tranaactiona 

- Ellailnate ■anhoura required to locate c«atoa»r layaway records when the 
aistoa»r cannot produce contract 



- EllMlnate daily Mlntenance of layaway contract files 

. Elliainate dally aalntenance of auinual nuinber control logs relating to 
layaway contract a 



ARMY & AIR FORCE EXCHANGE SERVICE 

AAFES STORE AUTOMATION PROJECT 

A°PUCATION DESCRIPTION 



n.lGATICN wmt Sales OMiMlon <Oent'd) 

«SIBLE BSMEFITS: Anticipated preonoel eavlnos due to the «it««ited eupport of the Sales Co-leeJon 
■ •y«tea would be »1. WO.OOO annually. 

8 houre/weelc at email exchange (.2 FTE> 
16 houra/week at "wed I ue exchange (.4 FTE) 

32 houra/weeic at large exchange (.6 FTE) ^. . . 

2 Full Tl»e Equivalent HPP. at HO to proceaa payroll adjuataents 

- Theae aavlnoa aaauna a lull rollout of coawiaion pay plan progran (currently 
only 4 eidwnoaa taatino) 



n 
I 

to 



Savlnga due to: 

- Auleoatlon of Mfwal roeonciUation/audlt of eaiee/refunda 

- Ellalnation of working fund rolrtxiraeMnt checka authorized by EM 

- AutOMtlon of »anual preiMiratlon of rel^reeMnt recpieet 

- uinlAlxe errore in ooavwitatlon of cowilaeions 

- Minlaize loee/trackino of rafunds 



CLASSIFICATION OF CONUS EXCHANGES 
BY SALES VOLUME 



NUMBER OF AVERAGE NUMBER OF FACILITIES 
CLASSIFICATION EXCHANGES >$750)c >51.5m >S5.0. 



Large Exchanges 32 

Sales volume >$30m 
(sample size-15) 



Medium Exchanges 
Sales volume >$8m 
but less than $30m 
(sample si2e-22) 

Small Exchanges 
Sales volume <$8m 
(sample slze-19) 



74 2-3 



26 1-2 



11 



5-6 



0-1 2-* 



, e-7^n nno In sales will continue using paper 

NOTE: Stores with less than $7 50^000 in sales p„cessing 
docun.ents which would be enter economically justified to 

.arge exchanges have .any .ore facilities which justify ASAP automation, 
such as: 

o Main Stores (full line department stores) 
o one or more shoppette convenience stores 

o one or more service^ stations (fuel, OTC retail, service bays, 

o Burger King (franchise fast food stores) 

o Troop Stores (limited line general merchandise activity, 

o Military Clothing Sales Stores (MCSS) 

o Four Seasons/Toyland Specialty Stores 
.arg. exchanges have larger facilities to automate, retiring a 

grelter number of peripherals, such as. 

O VDT'S 
O PC'S 

o Printers 

o Hand-Held devices (FM and non-FM) 
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IGLAS 



INTEGRATED GENERAL LEDGER ACCOUNTING SYSTEM 

This new system is a completely new approach to a 
computerized accounting system for AAFES. It is being 
custom-designed for us by a contractor in coordination with a 
dedicated AAFES team. 

Although it is a very complex system with numerous sub- 
systems, we wanted to give you, the PDW attendees, some basic 
information about IGLAS to take home with you. The diagram 
included after this narrative shows seven "bubbles" that we 
want to comment on here. 

Starting at the top of the diagram, IGLAS is designing a 
brand new, corporate Facility Master File or FMF, This new 
FMF will eventually replace the current FMF. It will contain 
all the information about a facility in one place. It will 
be available to anyone with an HQ IMS logon/password for 
inquiry. It will also be a very flexible FMF which should 
meet all anticipated AAFES needs for a long way into the 
future. 

Moving cloclwise on thre diagram, the next "bubble" is for a 
new, simplified Chart of Accounts. It will have about 308 
fewer accounts than the current chart and should be lots 
easier to use. Mainly we're putting all the income and 
expense accounts into just two number series (200 for revenue 
& 300 for expenses). The old series of 200, 300, 400, etc. 
will go away when we implement the new accounts. 

The IGLAS IMS screens will be used for on-line data capture 
of many accounting documents like TVs, PCVs, and GJVs. Two 
very important changes will apply to documents and 
transactions reported via these screens. First, there will 
be very stringent edits performed on-line. These edits will 
tell the person capturing the data while they're logged on of 
data that isn't acceptable. Errors in facility numbers or 
account numbers will be caught and can be "fixed" right then. 
The second change is that all acceptable data entered via 
these screens will be posted to the IGLAS general ledger 
files by the next day. . 
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That data will then be available for on-line inquiry via IMS 
for anyone who needs to look at it. 

IGLAS data will also be made available for those NOMAD users 
of today's combined journal data. 

Retail centers is a concept somewhat like today's Sales-Plus. 
IGLAS will allow any retail manager to sub-divide his/her 
facility into smaller "pieces" called centers, if he/she 
chooses to do so. Managers will do this by on-line 
maintenance in two steps. First, the manager will decide how 
many centers are needed and then will assign each of the 
retail departments to a particular center. All of the 
inventory and cost of goods transactions involving a given 
department will then available for center operating 
statements. Secondly, the manager will assign each of his 
employees to a center so that personnel costs can be charged 
to the employee's assigned center. Center operating 
statements will be produced monthly which will show sales, 
cost of goods Ind personnel costs for each center. The 
manager may also group xenters into other centers for 
"rollup" purposes such as Sales Areas. - 

The changes IGLAS is'making will help to simplify merchandise 
report verification in two ways. First, we'll eliminate four 
transaction codes (TCs) with some accounts payable changes. 
Secondly, we'll produce daily reports of all merchandise 
account transactions which are posted for a given facility. 

That's a real "quickie" picture of IGLAS for you. We think 
all these good changes will be in place by the end of 1991. 
and we hope you'll share these thoughts with your fellow 
employees when you return to your duty stations. Be sure you 
visit the booth for IGLAS & ASAP while you're at the PDW. We 
sincerely hope your PDW will be enjoyable and informative. 
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^( IMS SCREENS 




SYSTEMS DEVELOPMENT 



are currently using the "SDfi/STRUCTURED- svstems 
H^velDDment methodolOQV (ASS Management Systems NO for 
f.ajar n^rdevelopment'prolects and one pilot small project. 

We will be usinq "SDN/STRUCTURED" for additional small 
nro^ects m the" future. We are also in the process of 
implementing the - SDM/STRUCTURED Maintenance Phase" to 
control all enhancement and maintenance tasks. 

Me use the following system development aidsi 



Excelerator 

Multi-cam 

Panvalet 

Tel on 

Xpeditor 

Data-Xpert 

Superstructure 

Abend-Aid 

Easytrieve Plus 

Comparer 

Syncsort 

Sort Audit 
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Buyer Workstation Project 



This project will automate »any of th© taeke perfonoed: by the 
Maintenance and Coding Branch' and provide a user friendly 
environment for buyers to access InforBdtlon and enter file, 
maintenance . 

Phase one of this project will concentrate on automating the 
functions currently performed by the Maintenance and Coding 
Section. By providing on-lln;e file maintenance entry for r 
buyers and merchandieing clerks to the Item Master File ■ 
(IMF), Vendor Master File (VMF)» and AAFBS Retail Markup 
Systen (ARMS) We can greatly reduce the existing Maintehahce 
and Coding Section staff. .' > 

Phase Two will provide for adding on-line file maintenance 
for Open Order/Direct Delivery and Catalog systems. 

Menus will insure all information Is entered to support the 
entry of new items. Buyers and clerks will not have to be 
concerned with requirements for a specific system or master 
file. Interface to all systems will be automated and. data 
will be enter once to support, all item and vendor master 
files. 



Benefits: 

Reduce training to^c buyers and clerks. 

Reduce staff. 

Provide faster throughput for file naintenance. 
Give buyers more control of file maintenance* 
Give buyers oore inforaation and statue. 
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Joint Serviceo Collection Syetoa 
AAFKS as an ARJIY Flnanca Office 



"ystem Objective: Collection of delinq'jer.t debt thru the ARMY 
^iyrojl ijeduction. AAFES acting as a Finance Office will establish 
■nd adjuet nD-139 transactions once required notification has been 
T-rovlded the military customer and hie unit commander. 
Currently thie system wil] interfa^:e with the ARMY Pay System (JSS), 
other branches of ftei'vice may be added as required. ' 

Sydten Su&mary: 

The autoEated PD-139 interface will provide for: 

1. The establishment, adjustment, cancellation and tracking 
of DD-139 collection request forwarded to USAFAC. 

2. The on-line revjew accounts in response to cuBtomer inquires 
or complaints, 

3. Automatic write-off and Journalization of accounts transferred 
from Automated Delinquent Account Control System or Conus 
Dishonored Check System. 

4. The proper application and Journalization of collections 
made thru this system. 

6. The ability to add administration fees to outstanding ADACS 



debts . 



6. 



On-line addition of, or updating of accounts as necessary. 



7. 



Management and statistical reports. 
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subject: Executive Brief: Local Area Networks (LANs) 

There are 12 Lans: 9 HQ AAFES and 3 in HQ Facific. 

Sizes run from about 15 workstations up to 120 for Support 
Procurement Division. 

initially we did do a study for the 1st Lan which was PD in SEER 
enow vantage Bldg). The first rationalization .s ".s there a 
need to share information in the work unit, 

once the need tc share files is identified the savings start to 
«n^ear shared printers, shared communications (1 modem instead of 
l^for each^ mainfraine access one gateway for ail rather than coax 
and ITr^oards ($495 each). After you reduce costs by the sharing 
of hardware then you can begin saving on software. For example 
SLd Perfe^ is approx $230 for standalone version-for network you 
nay $230 for the fileserver and each workstation copy is approx $60 
the sameholds true for Paradox. Lotus and Crosstalk. 
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Introduction 



This Training Guide is for Exchange Detectives 



Automated Refund Fraud Indicator System ( A R F I S ) 



ARFIS 



As an Exchange Detective, 
you know how hard it is to 
detect potential refund 
fraud but no more! Now 
a computer program called the Auto- 
mated Refund Fraud Indicator System 
(ARFIS), harnesses the power and speed 
of the computer to help you. 

All exchanges, connected to the main- 
frame at Headquarters AAFE5 can access 
ARFIS through N0MAD2. This makes 
ARFIS your computer link to the AAFES 
wide refund information database. So, 
when you enter information from a 
refund voucher into the visual display 
terminal (VDT) at your facility that 
information, along with the information 
entered by the other exchange detec- 
tives at their facilities, g^es into one 
large database on the mainframe com- 
puter. 



Not all refund vouchers are entered Into 
ARFIS. You'll enter vouchers for: 

• Customer refunds over $25 with- 
out sales receipt 

• All employee refunds. 

• Questionable Returned Merchan- 
dise Postcards. 



Once you enter the information into 
the computer, you can tell the com- 
puter to sort the information in the 
database in a number of different ways, 
by: name, social security number (SSN), 
address, type of merchandise, etc. You 
can then review the information right 
at your terminal or print it on paper. 

Using ARFIS generated reports you can 
identify individual refunding patterns 
or data inconsistencies such as: varia- 
tions in SSN, different names or addres- 
ses for the same SSN, or vice versa, or 
similarities in types of merchandise 
repeatedly refunded by the same per- 
son. 

ARFIS information is for Official Use 
Only. Do NOT release ARFIS data base 
information outside AAFES channels 
without Headquarters AAFES-SD 
approval, except to law enforcement 
agencies. 



CRCNo. 1927185 
Item No. 744751024 



Pub. No. TG 01024 
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At the end of this training. Exchange Detectives will be 



1. Select those refund vouchers, 
which fall within the ARFIS 
parameters. 

2. Log on the ARFIS computer 
program using a USERID and 
special password. 

B. View and/or scroll through 
ARFIS data on the computer 

screen. 

4. Use the function keys on the 
computer keyboard. 

5. Knowwhattodo when an error 
code appears. 

6. Enter data from identified 
refund vouchejs and/or Re- 
turned Merchandise Postcards 
into the ARFIS Database. 

7. Enter flag data about shop- 
lifters in the ARFIS Database. ' 

8. Identify the printer number for 
printing ARFIS generated 
reports. 



9. Print ARFIS reports using 
different sort sequences. 

10. Logoff the ARFIS computer 
program. 

11. Use ARFIS reports to identify 
individual refunding patterns or 
inconsistencies such as variations 
in SSN, different names or 
addresses for the same SSN, or 
vice versa, or similarities of mer- 
chandise repeatedly refunded 
by the same person, etc. 

12. Know when to give customer 
service personnel and ID check- 
ers the names and SSNs of 
individuals identified as having 
the potential for refund fraud. 

13. Know what to do when an 
identified individual enters the 
store. 

14. Know when and how to release 
ARFIS data outside AAFES 
channels. 
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- a 4fh Ger.eration Application Development Tool Purchased for Non-IS 

"'l-r--l to "develop their ov.n "end u^er progra.T^s". NCr.AD has a built in 

rer.cr^ writer, t Drogr=..T,ing language that uses P.C. type windows. 




r.- tr---eH ^^ppro-: ?00 A^FES psrsorr.el. both in HO !. at Region level 
d- -lop ^^-eir applications. Another 2.^00 users have been trained in 
..rn^ro F^e-written NOMAD programs. Their are 3? MAIN Calling programs that 
' ' I ,,.n K these go against 40 shared Databases. 

"'^'h-^rara^st'system (1 main calling program) to date has appro. 80 program. 

. ^h!r^d Database of ZOO cyl of T-SSO DASD. The number of potential 
" .^.ri^edt u^ers !^ 1 , ?00 l< the number of concurrent users (those who are 

«; rtle=20). This system allows HQ buyers to input items they 
'^T'f. b..C ihich ^eaions should car ry/d i . 1 1 bu te it. ^ the quantity each 
:rore classification should receive, it then calculates each stores; P-ntif 
?^°ru)% produces online reports for the buyer to alter the allocation based 
• Thl store then logs on & looks at his allocation notifies the buye. 

cor;ect!oni Shen complete, the system calculates the purchase orders by 

. . this onto the P.O write system- 

ne^tm^jor sy.te. being worked on today is the "energy consumption 
-.-Jm" This will Jlow our engineering division to n.onitor energy used 
.ThTl' thru-out CONUS based on the utility bills invoiced to », entered by 
p^rsinner 't ttore level . It -ill also pass the data to comptroller for 
pdyment«' budgeting of ne::t year. 



i«; the Refund system where stores have a data 
.ase'"orr:;undrtrcltcrth: "^rooL-Vho ar^ refunding merchandise which th 
didn't purchase. 

» 4th GL for non MIS Users 

t 500'people trained to'write Nomad programs 
$ 2.500 trained rurv>ing pre-written Nomad programs 

♦ 40 shared data ba^s 

« 0TB (Open to Buy system) has 80 programs 

♦ Energy Comsumption System - in progress 
t Refund System - Detects fraudulent refunds 

» Hazardous Materials - Database for stores with treatment information 
of exposure to hazardous materials 
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f^AVY RESALE SYSTEM At^^lSmTrO 1 UKrtA l l ur» o . = . cr.=. 



^RDUARE 



I. DESCRIPTION 

current major system composition is as follows: 

Quantity Location Function 

System navRESSO Commissary Support 

Burroughs B6900 NAVRESSO Accounting/Finance 

Burroughs 86900 i NAVRESSO Fashion Distribution 

Honeywell DPS6 i Center /PAB/FMIS Support 

NAVRESSO ARMS Software development 

Honeyv^ell 0PS6 i Merchandising/Financial/ 

Honeywell DP56 Accounting/Store Regional 

Operations Support 

. . irsmon*- confisured to maximum memory. Burroughs 

All existing ^^^i?5|S^3'^^?3ge while Honeywell equipment ranges 

t^r;?i;t^narH^oi^trelt ^^^^'^^^'^^^^ Ultimate 
PICK operating system. 

II. ASSESSMENT 

limited me'"*'^^. ^'^.t?Ttv Honeywell equipment is a modified 
telecommunications «*P*^'i^^^:ity!Hmited minicomputer which 
•"■°^^'*^''3;ur?;:J°expInde"and owing to the proprietary 
ttrtatt^n^^^is'^ot'^^dtl/co^patible. with other industry 

Standard equipment. 
III. FUTURE PLANS ^ 

Establishment of a DOD Commissary command ^ii^.-^-s^^..^ (,CS) 

responsibility for the J,*""«Hiatrplans call for replacina the 
from NAVRESSO purview intermediate Pl^ ^.^^ 

existing Burroushs f*''^*' „hich will be sited at the 

s:;c;^^2^pi:^c;n?^^rN:?f:!t: sr-^ o^iiXr pi-ns «ist for th. 

commissary system. 

eitheJ new equipment or equipment service. 
I. DESCRIPTION 

MRS Burroughs equipment "-„B,--"|^ta'Srsrsyste:'rn^ TCS^iety 
operating *y«tem. which includes "^"'^"i equipment uses the 
of proprietary utility «»^tware "^^^ii^nV^ratins and Oat* 
^Bife ryrtfm!'"prCKTs'r:^i!?ed%:r':f-Jrtion of the Automated 



all 




Ni<»VY RESALE SYSTEM AUTOMATED INI- OKnA i ION s i s • iLr.s 

Retail Manage.T,ent System (ARMS) presently used for NRS 
merchandisins/fir^ancial/distribution functions. 

I I . ASSESSMENT 

= .u, iinisvs (Burroughs 69 and A Series specific) and the 

u?tima^e pJcK operating systems are proprietary systems uhich are 

mainstream not retail industry standard, not readily 
Compatible wtt A other systems, and are extremely limited in 
compatiDie . te-of-the-art application software. These 

supporting modern state Of t ^ ^^^^^ ac<,uisition of 

applicaUon software since very little retailing, software is 

M^Kii^hich will run on them, and often require sole source 
acoiisiUon of additional hardware/parts/service Add tionally. 

personnel must be specifically trained on these 
opt?atTng lystemlat NAVRESSO expense, since these systems are not 
usuItU ?au9ht Tn technical schools and colleges. 

Ill- FUTURE PLANS 

MOfi Ano MftHernization plans call for wholesale replacement of both 
op^a^in^syst^^^^^ application software by , acquisition of 
either new software or system processing service. 

DATA ygt FCQMMUr ^TCATIONS 
I . DESCRIPTION 

NRS has two separate and distinct telecommunications both 
^ u.h?^h made up of a combination of dedicated long and short 
hLl and dtaT-up commercial data lines and satellite channels. 
Sn^ Network supports the Commissary system while the other 
One system. Both systems consist of a double 

Star'design raSuting^^UUUy from the Regional Commissary or 
Jv^Lnoe Fiild Support Office to the subordinate stores, and 
finatlffrom the Regional Commissary or Exchange Field support 

I II NAVRESSO headquarters in Staten Island. All 
cI^cuHs'^onf^rtfsta^ specifications and use 

common commercial communications protocols. 

II . ASSESSMENT 

NRS networks have been implemented to accommodate ^ata 



III. FUTURE PLANS 
AOP modernization. 
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Section II. Applications Software 
A, Merchandising Systems 

1. description. The Navy ResaU System utilizes the A^^^^^^^^^^^^ 

Retail ^-^^^^^^'^'^^,,!r\Z di^ribution application software 
merchandising, ^^'^^""^'^/"^.-"^el i ^ Level 6 minicomputers at 
package. ASMS »P«*^".°\"°p"iX Vu^^^^^^ (FSO-s), and at 

S^r^fe'LtrvtrynrraVdl'.^ ' Additi o'lfally. selected AH«S modules 
hav^ been downYoaded to operate on microcomputer systems to support 
smaller, Independent Resale Activities. 

At NAVHESSO Headquarters. ^RM^ s'^PP-^l.^tfn^- "an^''d^^^^^VuUrn! 
^:fdU^t^.»nr«S aTst-malf i7s c£^^^^ 

fTJuwt-^i for weekly downloading to ARMS field sites. At i^ne f^^^ > 
rRSl Mlrlran^si/g modules P V^.^ ^!^^^^^^^ 

Inventory .^""=Vi^^^^^ transfer and retail price 

P^' ^"'^ S!hinti lnd stock replenishment programs for store level 
''*'rif.Jn??iuilon^centers AB5lS merchandising also has an interface 
and distribution centers. ' .-pQ-, -vstem for capturing item 

with the P^^J'^i.^Vn^^ delete and charge records 

movement data, and for =""^"9 ' 7, ' , . ' .j. ^he store level, ARMS 
for maintenance of »to" level P^^^^^ /^V" ' replenish stock uti 1 Izing 
merchandising provides the capability " "I"' . , reorder 
either a continuous review module, or a visual rapia 
module, which uses a hand-held computer. 

2 Assessment. ARMS merchandising applications were 1"i9;^«J^? 

,.?ff ^.i^atlvelvlow^sales volume retail operations. Vhile ARMS 
°provtres"a^%\^7sPoy M.^aISs doeV^nl^tas l^^ 

IrdtJol'^.'e ''ron-i;'^"or^rai.l|eme^V"''i^Srmation to the 

headquarters level. 

3. Future Systems. RepUce the exietin^^^^^^ 
a merchandising system "^Icb 'ttltci.l sector. The future 
and which is proven n "^•'^=^^^11^ an<i capability to 

:rpSl?nS^"Lv7 nVs-airi^str; ra«^e strategic vision. 

B. Financial Systems 

«-.-^».4«4.4«n The Headquarters Financial system operates on the 
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receivable, a prepaid invoice system, fixed assets, travel and an 
IRS offset module for the collection of dishonored checks. 
Financial transaction data is received and summarized from all FSO 
and independent Resale Activities for the preparation of operating 
statements. Operating statements are prepared for each Resale 
Ictivitv and are then rolled up into consolidated operating 
statements by complex. FSO CONUS ^""^^^^^^ ^J'^ 

Honeywell DPS level 6 minicomputer, located at headquarters, 
interfaces with the field ARMS financial applications. A Financial 
Management Information System (FMIS) is also maintained on the 
Honeywell The FKIS is a data base of all the elements of the 
operating statement. Users from Headquarters or the field can 
access this information and pun formatted reports, and/or use a 
simple "english" language to access and sort data. 

The ARMS Financial modules at the FSO's Include applications for 
general ledger, accounts payable, accounts receivable, daily cash 
?eporting and for the preparation of "flash'' ^P^^^^^^^J^^^^J^^^^- 
ARMS Financial applications are integrated into ARMS Merchandising 
and EPOS systems. Daily transmissions of ^ j. t« 

tccounts piyable/general ledger data are made to Headquarters. In 
addition to the Honeywell ARMS Financial systems. ARMS Financial 
applications have been downloaded to operate on microcomputer 
systems. The microcomputer-based Financial ARMS applications have 
been implemented at all independent Resale Activities. 

2 Assessment. The Headquarters and field Financial applications 
operate on different hardware architectures and operating systems 
software. Accordingly, the systems are not compatible, and data 
is interchanged only after a conversion process. The average age 
of Headquarters and field financial applications are well over ten 
years . 

3 Future Systems. The future Financial applications will be 
modern, commercially available programs, which are l>ei^f .^^^^J,"^ 
by outside retailers. Both Headquarters and field operations will 
utilize the same application software. Functionality will be 
complete and will include project tracking, assets, a report 
generator and all applications available in state of the art 
financial packages. 



C. Personnel /Payroll Systems 

1 Description. Headquarters personnel, payroll and pension 
information is maintained on the Burroughs B6900 mainframe on the 
Human Resources Information System (HRIS) Payroll checks are 
prepared bi-weekly at Headquarters from time keeping information 
received from the field. ARMS accommodates the collection of time 
keeping data for transmission to headquarters. Non-ARMS sites 
provide data utilizing manually prepared time sheets. 

2. Assessment. Automated personnel record keeping is only 
available at Headquarters and at selected FSO's. Most field 
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«i rfata 19 collected and recorded manually. Payroll and 
?t^i:°iJeepinTdata'irIlerionected manually, uelng time cards and 

time sheets. 

o & fi.llv functional Human Resources application 

3. Future 3^^^™=- * functionality to include 

software package will i^Pl-^^"^„,„^„^,i,„, performance history 
application tracking^ etc The Human Resources application will 
nt^'face Strict!? -tih nnanclal applications for preparation of 
payroll checks. 

D. Distribution Systems 

4^4.4«n A Icftv function of ARMS is the operation of a 
entr"auTe?^^^-f tfo]^ ^^1^ for J^,/- ,S ^.Tr'thl 

"^■^^ .^^^^n^fTVe;o^r4f4ood^'«ceivV/%rR) docUnt. for the 
preparation of a report 9° ^ f^r the preparation of 

llllZ^iTe t°/ansTfV ^{ pl A tickets . Once an ^order ^is 

n^ra"i:oma%"K.B7o«ss^cln\r:tt??ied\^^^^^^^^ receipt of open 
order, direct delivery merchandise. 

^ Assessment ARMS Distribution modules do not have the capacity 
o^ built An functionality to -PP-V-P\",VoTc^nt\\" 'lor does 
Thigh volume, high flow-through <ii^^^\^,^,\^^^ employee 
ARMS have modules to "^^'^^^e tjaff^^^ automated 
productivity, bar-coded receiving/shipping, 
material/merchandise handling. 

3. Future Systems =-i%V\'he'^helf'' oVera\\°^^^^^^^^^ 

replaced with existing,- of f-the-shelf, 0Pf5f*",r^. ^^Jiltributlon 

dler^'^"'Vhrr'ipYac^^enr^sy';\/™ he'iros^rcoupVe/ to the 

Financial and Merchandising applications. 

E. Store Systems 

1. Pescription. The primary store '^^j^tHe ?ilos") 

system supports price 1°°>^-^P /^^"^^tf c^ecko"^^^ by hand-held 
performed by slot scanners at =i^^"\=^f^^°i3 maintained on in- 
Icanners at control f^^, 'l^al processors are 
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ca-abUity In the event of system failure. This level of 
!! wi!l suDDort price removal. The creation and 

redundancy " ' "^ff performed at the FSO level. Any new 

TUm"Sdit!or. deUt in or price change action done on ARKS will 
create a download record to update the in-store PLU file. PLU 
M^wnloads fron, the FSO are done on a daily basis. PLU files range 
fr«m7f 000 to 150,000 items. EPOS systems also support special 
lransIct?ons such as layaways, special orders, charge sales, coupon 
transactions sucn ' discounts, etc. MIS reports are 

c^etttrfor retail department sales, cash due credit cards, 
surcharges, coupons, discounts, transactions voids, etc. 

2 Assessment. The current EPOS system hardware configuration is 
state-of-the art. The »CR 2152 cash registers are no longer 

" I tit ° A and the in-store EPOS processor, the NCR 9150, is 
auo no foAger in production. EPOS systems are current ly 
oilrational only at ArSs sites. The existing PLU file is a "flaV 
lite Ind capability does not exist for the addition of more than 
approximately 200,000 items. 

3 Future Systems. Future EPOS systems will utilize the VICS PLU 
Lchitecture. which accommodates the addition of several hundred 
th^n«nd PLU records. This additional capacity will accommodate 
the tracking of software merchandising down to the size and color 
level FuturrEPOS systems will be implemented overseas and at all 
independent Resale Activities, where cost effective. 
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INF0:^MA?ION SYSTEKS UPDATE 
REVIEW OF ACTIONS INITIATED 



The folic. ing actions have been initiated to .i-odernize Information 
sys terns : 

- retahllshinent of a NAVRAM Executive Steering Group (ESG). 
►.flvp-^O has little experience in acquiring and Imple-^enting 
™=i^r InP Svste" accordingly, the ESG was established to review 

all asse-ts of the NAVRAM Project, to make 
^"''i^^^n^^^on oolicy d»?isions and to review and approve NAVRAM 
laplenentation P"!^^^!?-^ ovlde specific guidance In working 

P??^^^^;* Navv ADP Life Cycle Management (LCM) rules and 
Jeguiations an'd in purchasing the s^ste™ within government ADP 
acquisition regulations. 

o Fst8blish«ent of a NAVRAM Project Teaii. A Project Team has 

LriJ^-N^v^S^rnS Satr^"1e!l?tron'§rrice (AOPSO) has 
nroi'JeS resources to assist In determining the most appropriate 
SaSr^M acquisition strategy. Additional resources will be added 
to the NAVRAM Project Tean, as required. 

o Definition of the NAVRAM Project. The rssyste-nlzation of 
th. Savv Resale System is a massive initiative. Accordingly, the 
. r ,!^^t(on «iltems modernization plan has been broken down into 

m^niSeable Iub-p?oJects! The overall NAVRAM Project has been 
sS^dlv^dfd "to the'fSilowlng four interrelated projects: 

1 NAVRAM "Core". The NAVRAM Core Project consists of 
establishing'a centralized Data Processing Service Center, with 
t- ,;;,or,r?ale capacity hardware architecture and application 
sSftwa?l° ?i suppor? fi^anllal. merchandising and distribution . 
^MnrTional reouirements. Another alternative to acquire 
orScessJnS fo? cSre business ele«ents is to outsource NAVRESSO's 
infomation systems processing requirements. 

2. NAVRAM Store Level Computing. This project 
involves the establishment of "gateway" processors at "fjor Resale 
ictlvitles. The gateway processors will P"'»'" ?P"f 

store level processing, and will provide the tele- 
c2S«inicat?on MLSnication'interface to the NAVRESSO Data 
P?2cesslng Service Center or ADP processing service. 

5. NAVRAM Specialty Retail. The Specialty Retail 
Prolect involves the review, evaluation, acquisition and 

fhc^sheif applications Which will probably be «icroco^puter-based. 
Thrimple.entation of Specialty Retail ^V^tenis can procee^ 
oaralXel to the other NAVRAM projects and can be inltrated by the 
Sppropriate NAVRESSO headquarters functional code. 
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6. NAVSAM Commissary. The Commissary Project includes 
th«> iTplefn«nt3tion of application software to support CofTuTi i ssary 
ooerafons^ Commissary aqp support will be provide: froT« tne Data 
Pro-essing Service Center. Initiation and implementation of the 
NAVRAM Commissary Project will depend on decisions *3de regarding 
Jones Cofmiission recommendations. 

o Initiation of a NAVRAM Request for Inforflnation. The 

acquisition strategy for purchasing the NAVRAM syste-n is to 
utilize commercially available, off-the-shelf hardware and 
aopllcation software to the maximum extent possible. In April, to 
better determine what AQP solutions are available in the 
commercial marketplace, a Request for Information (sn) was 
forwarded to ovewr 100 potential suppliers and was advertised in 
the Co.Timerce Business Daily (C8D). The responses to the RFI will 
provide us with a more detailed knowledge of what is commercially 
available off-the-shelf, what is the potential for outsourcing and 
what the approximate costs are for the various AOP processing 
alternatives. 

o Outsourcing Review. A NAVRESSO Headquarters/Field Review 
Tean has been established to actively evaluate the potential for 
outsourcing financial, iierchandising , distribution and human 
resources information systems processing. The advantages of 
outsourcing include an abbreviated accqulsition process and the 
ability to review and evaluate a "live" system currently in use 
by major retailers. Two potential retail outsourcing resources 
have been Indentified and are being reviewed - the Sabre Group 
(Federal and Allied stores) and Carter Hawly Hale. Both 
companies are marketing their ADP processing to other retailers. 

o Aray and Air Force Exchange Service (AAFES) CoBimonality 
Review. A third potential supplier of information systems 
processing services is AAFES. AAFES is being reviewed and 
evaluated as both an outsourcing "partner" and as a supplier of 
functional application software. 
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NAVY SEPARATE HIS BASE, MODERNIZATION, AND OPERATIONS COST 

($ lei) 



ELEKEHT 



SASE COST YEAR V YEAR 12 YEAR |3 YEAR M YEAR IS YEAR 16 YEAR |7 



TOTAL 



NAVY MIS COSTS: 
BASE MIS COSTS: 
PERSONNEL - HQS 
PAYROLL 
BENEFITS 
PERSONNEL - FIELD 
PAYROLL 
BENEFITS 
♦SU8T0T - PERS COSTS 

HARCmARE MA I NT: 

BURROUGHS 

HONEYWELL 

EPOS (NCR EQPT) 

UPS MAINT: 
*SU6T0T ' KN MA INT. 

SOFTWARE HA INT: 
BURROUGHS O/S 
BURROUGHS UTILITIES 
ULTIMATE PICK O/S 
NCR O/S 

«SUBTOT > SN KAINT. 

OPERATIONAL SUPPLIES: 

HEADQUARTERS 

FIELD SUPPORT OFFICES 
•SU8T0T - OP SUPPLIES 

TELEOOMMUNICATIOHS 
♦♦TOTAL - NAVY BASE COSTS 



2,318 
67E 

1,719 
456 
S,169 



111 
241 

25 
IT 
383 



84 
33 
f 

45 

162 



75 
238 
313 



Mil 

7,127 



HOOERNIZATION COSTS: 

(SEPARATE) 

(OUTSOURCINQ) 

CORE SYSTEM: 

ONE-TIME COSTS: 
TRANSITION COSTS: 
NRS PERSONNEL: 
SYSTEM PROQS 
APPL PROQS 
SYSTEMS ANALYSTS 
DATA BASE ADHIKS 
♦SUBTOTAL-NRS PERS 



1M 
241 
3Sf 
81 
T7I 



111 
241 
351 
8f 

771 



211 
488 
Til 
161 
KS4f 
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NAVY SEPARATE MIS BASE. MODEHNlZATtOk, AND OPERATtONS COST 

(( IM) 



ELEMENT 



BASE COST YEAfl II YEAR 12 YEAR 13 YEAR U YEAR 95 YEAR 16 YEAR 17 TOTAL 



TRAIKING: 53 

ADP PERSONNEL " (|| 

FUHCTIOHAL PE« JjJ • 553 
•SUBTOT - TRAINING 



63 




6H 




663 




61 




84 . 


84 


41 




184 


84 


1,617 


854 



CfiTj, CRT CONVERSION « 

EPOS CPUS Ji * 41 

HQ PROCESSOR 268 
♦SUBTOTAL - EQPT 

♦♦TOTAL: CORE :0T COSTS 



2.471 



RECURRING COSTS: 5^3|| 

NCT SYS S/tl SERVICE 3,^5» 3J5I ^ .^^^ 

NEl SYS OP SVC. 2.351 2,358 

SOFTIAREMAINT «• 451 ^^^^ 

NETIORK MANAGEMENT 5" 5M 

♦nOT - COR£:REC COSTS 6,451 

SPECIALH RETAIL (SR): 

ONE-TIME COSTS: 

OTS PC BASED SYSTS: I|| 
FOX SERVICE 651 
PACKAGE STORES || ^^j 

VIDEO RENTAL 2" 3'/, 7H 

AUTO SERVICE " J" 4^5 

COKVEmERCE ; 1'? ^j; ^ 3^ 3.265 

♦♦TOTAL - SR OT COSTS: ''2" 

RECURRING COSTS: . 57 

a LICEUSE FEES 1 97 33 87 

♦♦TOT - SR REC COSTS ' 

HIQRATION • SVC BUREAU: 

OME-TIME COSTS: 2,«tt 

Si AOQUIStTIOH 511 S|| 

TELECOHM REFIT 1| 

gr INSTALLATION, 1| 

DATA BASE INST " 

NRS TRANS LABOR: . 

DATA BASE ADHtXt 2|0 

SYSTEMS PROQS !: 24| 

TELECOW SPECS 24 

AOP TRAININQ . 3ll 3 7$} 
♦♦TOT - or NIQ COSTS 
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lAVY StPAflATE HIS BASE, KOERNt 2AT iON , *N0 OPESATIONS COST 

($ IH) 



ELEMENT 

RE-X'RRING COSTS: 
SVC BUR BASIC SVC 
SVC BUR VOL CHARGE 
SOFTWARE MA INT 

«»TOT ■ REC «IQ COSTS 

♦♦♦TOTAL - HAVY tWO COSTS 

NORMAL OPS COSTS: 

OLD SYSTEM OPS 
TELECOMMUhlCATiONS 
OUTSOURCING SVCS: 

SOf TIARE SVC 

PROCESSING SVC 

METIORK MOT 

SOFTWARE MAIKT 
♦SUBTOT - OUTSOURCE SVC. 

SVC BUREAU SERVICES: 
SVC Blffi BASIC SVC 
SVC BUR VOL CHG 
SOFTWARE MAIHT 

♦SUBTOT - SVC BUR SVC. 

NRS MOO AOP OPS: 
HIS PERS - HQS 
APPL PR06S 
FUNCT ANALYSTS 
SYSTEMS ANALYSTS 
DATA BASE ADHINs 
COHPUTER OPERATORS 
TELECOW SPECS 
♦SUBTOT-HIS PERS-MS 

HIS PERS - FIELD 

HARDWARE KAINT 
HQS SOFTWARE MINT 
OPERATINO SUPPLIES 

♦TOTAL - NAVY NORMAL OPS 

eiANO TOTAL: 



BAS! COST 


YEAR f1 


YEAR 12 


YEAR 13 


YEAR 14 


YEAR 15 


YR1 : 5I» 








1.681 




YR! : ?5» 








91 












394 


394 


1 








2,1S4 


3.134 


1 


8,167 


7,3M 


672 


6,461 


5,167 




7J2T 


7,127 












1>0I 


IJM 


1,101 








6,3M 


6,3H 


6,3M 








4,7M 


4,711 


4.7M 








1JM 


IJM 


1,Hf 








911 


3M 


90« 








12. 9M 


1Z.9H 


12,9H 



YEAR 17 



3,361 
121 
394 

3,874 




1,0fl 1,100 



.1.651 



3.361 
120 
394 

3,874 




6,7;2|^^;rrMn'-'-.*^:: 
7J48 







240 


240 


240 


240 


240 






120 


120 


120 


120 


120 






225 


225 


225 


225 


225' 






80 


80 


80 


80 


80 






121 


120 


120 


121 


120 










240 


240 


. 240 






785 


785 


1,025 


1,025 


1,025 






360 


360 


360 


360 


360 






10 


10 


10 


11 


10 






10 


10 


11 


10 


11' 






111 


100 


100 


111 


.101 


7,027 


7,027 


15,165 


15.165 


15.405 


6,379 


6,379 


15,094 


14»33i 


15»837 


21.625 


20,572 


6,379 


.6,379 





50 

5in.S>'%4 

^T2.547;^|?p:;^i 
:i00-^U:A|# 




.rir.e Corps Sys-ems 
Hardware 



A * * 

• «<-andard hardware configurations are in place at 

lUf^tfiTTlid Tu^port office, at each n,ajor r.arine Corps Co.n,and. 

« — ...r,r. ars NCR 9300 Classic or NCR 9400. Each 
Application .nd DASD scaled to size of the 

system contains 4MB memory and DAS^^^ ^^^^^^^^ ^^^^^ 

proprietary NCR m ReT.ase 5.1 Operating Syst.n,. 

<.,<-ions is provided by proprietary NCR :tx Remote Batch 
Telecommunications IS pro I ^^j^^^^/ „^„„i„tion li"" 

n^r b^eM^^en "'^therrefrtficatior " ■ronr.r ifnL n^rt 

:rtaMlsher%t'^acrc%Unr"f%r"c"redi. card authorizations 
Utilizing Sears Payment Syste/^. 

EPOS Hardware consists of 4 to 164 «CR 2^^^^^^^ irvo^rNCR 
location "Ith associated NCR 751 concentrators^ ^^^^^^ ^^^^^ 

rropri^etfrr NCR TCor'ope'raUng System running NCR Store, 
Appl ication. 

4.. All hardware is obsolete and is no longer manufactured 
|P^^^«ainte^an« are exorbitant and the equipment 

requires constant uplteep. 

po^innina in FY91 and completed in FY92. processors will 
Future t_ ^^^^'^"^'^^ t -I I^j.,.^/ Kar-duare scalable, universal 

ie repl aced with 0P«",^".^^^^J;\^J? caDacitlis and capabilities, 

operating .^y^^^^ls^be uDs'c\?ed'\1. tnctSle w de are! networks or 
Communications will be ^P^^aled ^""^^^'^^ ^^^^ Registers will be 
satellites and RF ^ command scheduled 
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r c ha ndise, J ^l^ 

vj^ Merchandise System is designed for 
^e^ElloBi^ '•'•^.^fn= tnd "nows for each KWR Exchange, to 
ii^ralized Pf'^^^^I'^v controlling it's own merchandise mix, 
operate as a retail entitv cont 5„^^,^^^„di se processing, is . 

rrerV^he%"^^^n\^'^l^^^^^^ T^e Merchandise System is . 

ctS^tte/of the foUowmg functions: 

Electronic Point of Sale ^rtntf^rr" 

TuUrei rttf.^r'eplenish.ent . OP-^rnt^T^acKing / . 

Purchasing Inquiry functions 

S:r:rois!/ Distribution Reporting 
inventory Process 

^4- .;v«ifpm orovides functionality. 
hlUssB^ J»« ;e''incorpora'tel™intl"the design, comple*it? • 
tf f i c iencies need, to oe ****'v^,*\ . 
removed and interfaces established. 

r.* rvnerating environment the system will be 
Future = Under current operating ^^^^ replaced or 

TtiTiSllned to =5"J*f^s^';ith slraiUr functionality : us'lng . 

^n:'??:ts°rnd%l!"''^egtc%Unni^ -in det.rn.in. th. t^m^ng. 

of this project. 

K.^nnntina/F^^cal system. 

^-.^SXl^ The Present nWK nnanclal system U^^^^ 
batch operated accounting ?y»*««- v'sLrdlzed to accommodate the;,, 
ctrps Exchange Finance System ^%'*"a "mplete «WR operati-hg,, 
fnein^n;tJ.t7Tt^r.To«priV;/o'f th. foHc-in, .ubsysten.,-.^ 

ChecX Reconciliation 
General Ledger Inventory In Transit 

Accounts Payable ^ Financial 'ConsoUdatibn 

Fixed Assets . Investment Mgmt 

Budgets , • Construction Financial Mgmt 

Accounts Recelvabl© 

T»-annit HO Financial 
Check Reconciliation, inve^^^^^^ Constr^cUon Financial Mgmt^^. 

consolidation, ""f^^ ttLl ofeV^Uons ar. op.ratin#: .*V 

Headauarters op.ratlons. aji o^nei v 
Seadquarters and field command.. 

iie system Is very labor Intensive. 

. These applications were developed within the last few years and 
ar?c"r«tly providing desired results. 
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- ...,e- Finance Sy.-.en, will re - ^^Ij,^:^^^? ^-'I'^IA'^ 

o?i:^Ki-5h;!f package that requires ' ^-^t^T^J:^- " 

required funcniona i ity . 

pgrsonnel /Pavrol 1 

- T^e current KWR Fayro 11 /Personnel decentralized 

'^m^^i<ies%ctic.l applications that include: 

1 r^^mc Reporting 
'A^dt^TlcUng' Automated interfaces 

Paychecks 

f^^^^smiil The present system is meeting current needs. 

This syste. will be -ng^'l^^^^^ l^e 
SncireVule"^ e^\^a\ashel \^h."^^u7rent Strategic • Planning 
process . 

Em ployee Benefits 

TK» current Employee Benefits System supports the 
S^lfftfHf^ of insurance claims' provides for employee's benefit 
TeUtid mllSt^nanc. and retirement information. 

^Sririrnlre'ffict::cie7'anratt*?rbute, must be reali^ed to ma.e 
this system meet today's needs. 

..Ill T-orfP«?icned or replaced using 4GL 

|^ogy!"%h^^'-re"nV^St''rVeSr^pTating wi?i determine the 

timing. 

Pistribv ^-^Q^ /^are V^Quae Systems 

5^^^^1jtion: The,, functions are Incorporated in th. 
Merchandise System. 

v. Abdications are designed to operate In a 

llfftilfhed eJ?C:nt\t the command level. 

Future; See Merchandise System 
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Ca«h recister taiancinc reports 
Sales collection Register daily time/sales 

Multiple tender capabiUtv ^eg. 
Check authorization 
Credit card tracking reports 

The present .a.a =onec.io„ wcr., weU. Scanning 
Feeded to Tncrease efficiencies. 

K. ar'-'ed to the existing system within a 

Future: S""""^"? ""^ " ''v^^^^i reoi sters wiU occur as registers 
Tii?— Migration to PC based regis .^^^^^^ ^^^^ flexible 

require replacing. ^he *°.twa ^^^^^^ ^^^^^^ '"i!^ 

^^irfic^lirn^o^ thV"egis^r programs to rapidly respond to the 
changing business environment. 
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Strategic Information Systems Planning (SISP) 

The new MWR Organization required the consolidation of many areas. 
The greatest impacts were felt in the Financial and Information 
Systems Branches. 

Automated systems were in place that supported (1 ) the MCX Exchange 
operation, and (2) the MWR Clubs and Recreation activities and 
programs. The decision was made to use the MCX Exchange automated 
system to support the new organization. This required extensive 
reprogramming to handle the additional requirements of the clubs 
and recreation. A tight implementation schedule impaired the 
ability to identify all additional requirements and possible 
software failures due to unique situations at each commands. The 
system also had to be reprogrammed to handle different fiscal 
years , 

The software applications are over 10 years old and are running in 
a batch mode environment versus real-time operations. All software 
is written in COBOL versus 4GL technology. 

All hardware is 10 15 years old, even the upgrades recently 
installed at our commands, as it was refurbished equipment. 

Based on input from .the Headquarters Operating Branches, the field 
commands, and the Information Systems Branch, the decision was made 
in FY89 to replace the hardware and software systems. 

A modified version of Strategic Planning is under contract with 
American Management Systems (AMS) for $34,221. A copy of the draft 
Statement of Work is enclosed. 

we have completed session 1 and AMS is working on the draft plan, 
version 1. 

Extensive research is currently being conducted on the most 
prominent relational data bases. as well as, hardware 
configurations. We have several RDBMS installed as evaluation 
systems. One computer has been installed as a hardware evaluation 
system and we are negotiating with another vendor. 

The SISP for MWR Exchange operations. Club programs, and Recreation 
activities will be designed to shift and adjust with changes to 
current organizational or business requirements. 

Strategic Planning (AMS) 
Plan completion date 
Begin purchasing H/W, S/W 
Alpha test at HQ 
beta test at 2 field commands 
Field implementation to begin 



$34.221 . 

31 October 1990 
Beginning FY91 

During FY91 
FY92 
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The goal of the ISP and any systems resulting therefrom, 
must support the business of MWR. Therefore, the ISP has been 
developed and will continue to be refined to reflect the 
functional business requirements of the MWR community. 

In addition, the ISP is designed to be only the first step 
in implementing a rigorous systems development life cycle (SDLC) 
approach to systems development withm MWI and within the total 
MWR information systems environment. 

This ISP has been structured so that the functional areas 
can evolve into a more complete set of system functional 
requirements later in the SDLC. By organizing the functional 
areas around the business and business systems of MWR we have 
initiated an approach that will let us evolve to the new MWR 
systems on a system-by-system, incremental basis. This evolution 
will require continued user involvement. Further, the ISP 
envisions a system implementation approach that will continue to 
allow user involvement through all phases of the SDLC, including 
operations . 

User involvement will be required in the design and 
development phase of the SDLC through the user of user reviews 
and "walk-throughs" of the requirements of the system/subsystem 
and the logical design of the system/subsystem. Thus, users will 
have an opportunity and an obligation to assist in the design of 
the system. 

MWI intends to facilitate user requirements walk-throughs 
with the use of computer aided software engineering (CASE) tools. 
CASE tools are automated support tools that allow designers (and 
users) to document functional requirements, associated data, and 
potential system interfaces. These tools generally provide a 
synthesis of requirements and design in graphic form, 
facilitating design review by the user and by the technical 
staff. 

In addition to the overall business primacy of the ISP and 
the firm commitment to user involvement throughout the SDLC are 
the following goals and objectives. 

The ISP and the resulting systems must support the field as 
well as Headquarters. We recognize that the MWR and the Marine 
Corps places great emphasis on local command authority. This 
plan has been developed in a fashion that will allow field input 
as well as Headquarters input. The functional and technical 
capabilities that are sought as a by-product of this plan have 
been consciously developed to increase the computing power and 
capabilities of the field. The prominence given to ad hoc 
reporting and query capability is specifically designed to 
increase the capabilities of end users making them less dependent 
on MWRSPTACT. 



The ISP, derivative studies, ant /ses, plans, and systems 
must be flexible. These plans are being developed in an 
environment of uncertainty and must be able to accommodate 
potential MCX consolidation into a DoD-wide exchange system. 
However, the plan is being developed with a recognition that any 
events resulting from the DoD Corporate Information Management 
(CIM) program may be several years from implementation. 
Therefore, the plan is being developed to accommodate the known 
functional environment, while moving toward a technical 
implementation environment founded on the "open systems'* or non- 
proprietary hardware and software environment. This should 
provide the maximum feasible technical flexibility to accommodate 
the future. 

The ISP should be hardware and software independent. This 
plan must address the general technical environment and must not 
seek to identify a specific hardware and software configuration 
by manufacturer or brand name until a more complete functional 
and systems requirements analysis has been completed. While a 
number of known hardware and software environments have been 
considered by MWI , no aspect of this plan is constrained by 
vendor-specific hardware or software. Rather, specific Business 
Area Automation (BAA) initiatives have been developed to 
highlight the need to identify i evaluate, and select the target 
hardware and software environment. 

The solution to the MWR systems will be oriented toward a 
COTS and NDI solution to the greatest extent possible. This goal 
is stated with the intent of reducing the custom programming 
required by MWRSPTACT. . This approach has been selected with the 
intent of saving time and resources during the development and 
testing phase of the system life cycle. This approach is also 
selected as a means of providing continuing access to new vendor 
software releases witrh enhanced capabilities. 

However, tat the same time, COTS and NDI are sought that 
will give the functional user in the field the capability to 
develop a number report and query applications using built-in 
report generation features of the COTS software. 

State of the art database management systems allow on-line 
real-time additions, changes and deletions to data bases. 
Database access (input and output) technology allows a single, 
non-redundant file of data to serve many users and many 
applications simultaneously. The advantages can be considerable, 
including the elimination of redundant data storage and all of 
the corresponding extract, copying, and reconciliation activities 
that must be managed with redundant or partially redundant master 
files. 
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A single, integrated, database contributes significantly to 
data sharing. However, this assumes that the technical 
foundation exists to facilitate shared data and system 
interoperability. The ISP assumes that various BAA initiatives 
will be developed with both of these goals as prime determinants 
of requirements and design specifications. However, equally 
important in an environment of shared data is the assurance that 
necessary access precautions and related security considerations 
are addressed. While the target architecture will strive toward 
data sharing and interoperability, this does not mean that any 
and all users will have access to all data. Appropriate access 
restrictions and add/change/delete capabilities will be part of 
all functional requirements considerations. 

Elimination in the errors and incompatibilities in the 
collection, processing, and dissemination of data is a major by- 
product to be expected from conversion to the new MWR target 
architecture. Development of a logical data model prior to 
physical design is the first defense against data 
incompatibility. A separate BAA has been defined to address the 
need for a logical data model. 

Implementation of a single physical data structure, whether 
centralized or decentralized is the second line of defense 
against data incompatibility. 

Data collection errors can be mitigated through migration to 
state of the art data collection procedures, including bar coding 
and scanning. These issues have been addressed by corresponding 
BAA initiatives in Section 4.0 of the ISP. 

The ISP seeks to -create an environment for improved service 
delivery (from MWI to its users) and from the MWR system to the 
customer in the MWR^facility as well as the MVR employee who is 
serviced by the MWR information resource management (IRM) system. 
The improvement of service delivery begins with extensive user 
involvement and review of the ISP and continued Involvement 
throughout the SDLC. MWI has undertaken the ISP with a goal of 
improving service to users of automated systems by putting state- 
of-the art productivity tools in the hands of functional users. 



C-55 



3.0 IMPLEMENTATION PLAN 



This section presents an estimated schedule for beginning and completing the major 

tasks that should be initiated as a result of this suategic plan- 
Figure 3-1, MWR Implementation Schedule is a Gantt chart depicting the major 

initiatives that must be undertaken during the current and three following years. The chan 

has been constructed with three major assumptions, all based on the guidance of the 

Director, MWRSPTACT. These assumptions arc: 

o Hardware will be identified and selected by FY91 

o Development will occur in FY91 

0 Installation at commands will occur in FY92 

Task lines were posted to the chart in these time frames. From these tasks, we 
worked backward and forward to fit in other supporting and derivative tasks. In terms of 
project planning terminology, these three items are critical path nodes. They must happen 
in the time frame specified. Therefore. aU tasks that support achievement of these three 
must be accomplished in the time allowed. Therefore, we have shown such supporting tasks 
beginning and ending in the required time frame. What this type of project scheduling 
chart docs not show is the level of resources necessary to adhere to this schedule. That 
type of resource estimation' and allocation model is available in most personal computer 
project management software packages. The resource demands of this schedule should be 
loaded into sudi a tool to determine how the schedule impacts demand on MWI staff 
resources. 
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The first set of tasks entails setting up the conversion cnviionmcnt and within that 
cnvironnicnt, developing a migration plan, technical training plan, and applications training 
plan. The first two should occur prior to identifying, selecting and installing the hardware, 
since they provide for training that will be required to make effective use of the hardware 
and corresponding DBMS and operating system supported by the hardware. 

Simultaneous with setting up the conversion environment, we have identified four 
other key task that should be initiated: 

Develop DBMS baseline requirements 

Develop baseline requirements (functional requirements definition) for the 

initial application (Finance) 
Select DBMS 

Prepare conversion test (prepared by the DBMS vendor to demonstrate that 
the DBMS will in fact accommodate conversion of the existing MWR data 
files) 

These tasks all should be started promptly, and in preparation for eventual input to 

and reconciliation with hardware requirements. 

#- 

An important point to note about the series of tasks listed above is that the second 
item will be repeated several times during MWR conversion, once for each applications 
system or subsystem converted. To avoid cluttering Figure 3-1, only the first two application 
baseline requirements analyses are shown. 

Procurement of hardware is the first task on the critical time line. As noted above, 
it has a deterministic efi^ect of forcing all supporting tasks to be at least initiated, if not 
completed prior to its commencement 

Following the procurement of hardware (shown to begin in the fourth quarter of 



o 
o 

o 

0 
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1990 and to be completed at the end of the fint quarter of 1991), four major tasks are 
envisioned for 1991: 

o Select (CX)TS) software for initial application (assumed to be finajDoe) 

o Develop installation plan for hardware and initial application 

0 Develop detailed conversion plan for initial application 

0 Conversion and alpha (MWI) test site for initial application 

These tasks must be completed in 1991. They arc shown as being followed by 
roUout to one or more Beta test sites in the first half of 1992 and will be followed by field 
rollout and implementation in mid-1992. Note that this rollout is shown as continuing into 
1993 as well. 

A review of Figure 3-1 shows that once initial conversion and preliminary testing is 
underway at MWI for the first application, software selection, installation planning, and 
conversion planning for the second application will commence. This is estimated to begin 
at the beginning of calendar year 1992. This pattern of overlapping development of one 
application and planning for the subsequent application will continue for several years. The 
lime frame depicted in Figure 3-1 assumes that full and complete conversion of all MWR 
functional systems will not be complete until after 1995. 

Two additional taslcs depicted in Figure 3-1 should be noted. At the bottom of the 
chart we have included a timeline to portray the continuing requirement for maintaining 
the existing MWR systems. That requirement will remain for several years. It will be a 
major resource constraint on MWR's ability to compress the development and fielding of 
new systems. 

Fmally, the bottom line of Figure 3-1 shows that MWI will experience an additional 
resource demand in 1992. That demand will be for the maintenance of the new qfstcm. 
Thus, beginning in 1992 MWI will be faced with the need to develop new appUcations on 
the new hardware, operating system, and DBMS configuration while at the same time, 

continuing to nmintain existing systems, and support production releases of the new systeoL 
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MWR SYSTEMS IMPLEMENTATION SCHEDULE 




■. v -:,..***.-;. 



WRINE CORPS SEPASATE MIS BASE. MOOtSKlIAT ION, AMD OPERATIONS COST 



ELEMENT 

MC MIS COSTS: 
BASE MIS COSTS: 
PERSCMREL - HQS 
PAYROLL 
BENEFITS 
PERSONNEL - FIELD 
PAYROLL 
BENEFITS 

nUBTOT - PERS COSTS 

HARDWARE MAIMT: 
TELECOmUNICATIONS 
OPERATIONAL SUPPLIES 

♦♦TOTAL - MC BASE COSTS 
tuttu*u$uunutt 

nOOERNIZATION COSTS: 

OME-TIHE COSTS; 
MINIS & "OTS" ACT9 
S« WITH UNIX SHELL 
SW ENHANCEMENT 

♦♦♦TOTAL • MC MOO COSTS 

NORMAL OPS COSTS: 

OLD SYSTEM OPS 
TELECOmJMlCATiONS 

♦TOTAL - NO NORMAL OPS 

GRAND TOTAL: 



BASE COST YEAR YEAR 12 YEAR 13 YEAH U YEAR IS YEAR 16 YEAR 17 TOTAL 



1,1M 
2,2H 

3,3H 

811 

1M 

elf 

4,801 



2,211 
9H 


2,3ff 
900 


9ff 


9ff 


3, Iff 


3»200 


9ff 


9ff 


4JM 
'Iff 


4,7M 
Iff 


4,711 
Iff 


4Jff 
Iff 


4.8ff 


4.800 


4,8ff 


4.8ff 


7,9fi 


8J00 


S.7ff 


5,70f 



90f 


900 


9ff 


4,5ff 
€,3ff 


9ff 


9f0 


9ff 


1f,8ff 


4,7ff 
Iff 


4,7ff 
Iff 


4.7ff 
Iff 


32,9M 
Iff 


4,8f0 


4.8ff 


4,8ff 


33,6ff 


5.7f0 


S.7f0 


S.Tff 


44.4ff 
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MIS CONSOLIDATION COST STUDY 



PURPOSE: 

1 . The Military exchange Study Group was tasked to determine if pg^ r^jul 
or full consolidation of the services would result In economies. Thj^ 
study calculates the tota l HIS costs requ ired to support a conaolld^ t jor) 
of the three services into a new organizational entity. 

COST ASSUMPTIONS FOR THB MIS MIGRATION TO THB NEW ORGANIZATION: 

2. The new organization will usa the existing AAFES infrastructure 
Including mainframe data center » application software and 
telecommunications network* All equipment costs for the connection to 
this network have been included. 

3 . CONUS stores will be connected to the telecommunications network via 
satellite. Each store will require a satellite dish (VSAT - Very Small 
Aperture Terminal) on or near the store« Other network connectivity 
equipment is also required. See Tab A« 

4. Overseas locations will not be on the satellite network so leased 
circuit costs were used. Recurring satellite/circuit costs were based 
on current billing costs. See Tab A* 

5. At the former Navy/Marine stores, the projected number of store vdts 
(visual display terminals) ^ printers, modems and controllers was based 
on equipment quantities at comparable sized AAFBS stores. Estimated 
maintenance was based on current costs. See Tab B. 

6. To accommodate the processing requirements of the consolidated 
organization, the AAFES data center will require upgrading of the 
mainframe computer and additional peripheral equipment. A sizing 
increase of approximately 50% has been costed* See Tab C. 

7. The new exchange organization will have one-time conversion costs to 
move and reformat data files to fit the AAFBS infrastructure. Navy and 
Marine MIS Focus Group members provided the data conversion and HQ MiS 
technical training costs shown at Tab D. 

S. The Marine Corps had previously combined their Exchange and MWR 
systems. The exchange business segment will be removed and converted to 
the AAFES systems. Marine MWR will pursue its own modernization plan 
with appropriate field and headquarters staffing. Hardware/software 
upgrades to support the separate Marine Corps MWR organizations' 
modernization requirements (after dismantlement) are shown at Tab E. 
These costs are oat considered part of consolidation as upgrades were 
required (due to obsolescence) regardless of consolidation. 

9. Store electronic point of sale (EPOS) equipment acquisition and 
upgrades are required by each of the services whether a consolidation 
occurs or not. Therefore, EPOS costs are excluded from this study. 
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COST/BE.srE?IT ASSUMPTIONS FOR STORE AUTOMATION: 

10. The AAFES Store Automation Project (ASAP) is assurr.ed to be roUed 
out to all CONUS main stores in the new exchange service organization. 
EquipfT.ent costs are based upon store size; each store will reoulre a 
Computer Operator, UA-9. Costs for former AAFES stores are at Tab F* 
former Navy store costs at Tab G; former Marine store costs are at Tab 
H • 

11. Store personnel savings from ASAP are detailed In this study even 
though ddleted positions are not MIS jobs. Store staffing augmentation 
of $13. 3M (See Figure 1-3 of Executive Sunvnary) was added to make 
Navy /Marine stores like aafes« Accordingly, the roll-out of ASAP would 
allow the stores to benefit from Increased efficiency thereby reducing 
positions. Store personnel reductions for former: AAFES stores at Tab 
I; Navy stores at Tab J; Marine stores at Tab K. 

AAFES MODERNIZATION PLAN: 

12. The AAFES Modernization Plan (Tab L) is dlscuseed to provide an 
understanding of the modernization costs involved; all Line references 
are to Tab L: 

a. The Satellite Network Implementation plan (SNIP) at Line a 
reflects those costs necessary to complete the project In CXDNUS. There 
were 91 store dishes (VSATs) installed at end of August 1990. 

b. Software development for ASAP is being done by an outside 
contractor with participation of AAFES functional and MIS personnel, 
costs remaining In Year I are based on the existing contract rats. (Line 

B). 

c. ASAP equipment costs at Line C were projected several years ago 
during the project approvAl process. These costs are expected to oe 
lower than estimated due^ to today *8 lower technology prices; however, 
the original project costs are shown. Costs in Year 1 are based on five 
stores; remaining stores roll-out costs are shown over the next two 
years. 

d. XGLAS software is also being done by an outside contractor; 
costs remaining are at Line D. IGLAS will reside on the mainframe 
computer. Additional upgrades, if required, will depend on the 
efficiency of the contractor's software once tested and accepted. 

e. Personnel costs of $l8.2H drop $,6H in Year 2 and $i.7M 
thereafter as non-MIS personnel (who were included in the Information 
Systems Directorate payroll) return to their directorates at conclusion 
of the ASAP project (Line E). 

f . Personnel Costs - Field should remain unchanged throughout the 
Modernization Plan as currently envisioned. (Line F). 
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g. A Computer Operator, UA-9 Is required for each ASAP store (Line 

G) . 

h. ASAP Offsets - Store (Line H) reflect savings at store level due 
to autoTT.ation of rranual functions. 

1, AAFES satellite project will remove 79,000 miles of leased lines 
from the network and reduce annual costs by $l.OM in Year 2 and $2. CM 
thereafter (Line J) . 

1. AAFES "Other" expenses drop by $2.lM in Years 2-7 due to 
completion of ASAP contractor expanses. IGLAS contract completion 
reduces expenses by $1.8M in Years 3-7 (Line K). 

MIS CONSOLIDATION COSTS - NAVY: 

X3. The one-time costs for the former Navy MIS structure to migrate to 
the new infrastructure and install store automation is projected for 
seven years. Lines A through G of Tab M. Origin of these costs were 
depicted earlier at Tabs A, B, C, D, G. 

14. Following comments concern the recurring costs for migration, store 
modernization, and changes to former Navy MIS operating costs; all 
references are at Tab M: 

a. Personnel - HQ costs (Line H). Personnel would remain constant 
for the first two years to support data conversion, migration to new 
application systems and installation of store vdts, printers, 
controllers, vsATs, etc. Some phasedown could occur in Year 3. Duty 
station of former HQ employees would depend on the migration and 
conversion workload. Once the MIS migration was complete, the remaining 
employees (Years 3 -7) would be absorbed at the Dallas Data Center or be 
placed In positions at other locations. 

b. Personnel - Field costs (Line 1) consists of salaries of Field 
Support Office (FSO) data processing operations people. These people 
could be placed in other available operations positions or phased out 
upon closure of the FSOs. Field costs could continue into Year 3 If 
migration were delayed. 

c. ASAP store automation costs for Computer Operators, UA-> (Line 
J) reflect costs of one operator per CONUS store. 



d. Store automation benefits (Line K) consist of personnel position 
reductions resulting from mechanization of manual store functions such 
as: replenishment, receiving, accounts receivable, layaway, etc. Tab J 
reflects projected reductions, based on store size, under the ASAP 
pro j ect . 

e. in Year 3, the HQ equipment and software (Line L) is no longer 
required as processing has be^n converted to the new infrastructure. 
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f. Previously leased corvnunlcation lines (Line M) between stores 
and FSCs should be dl scont inuoc3 by end of year 3. as migration to the 
CON"vS satellite network would be completed. 

g. Old operations equipfr.ent should be phased out by Year 3 so 
maintenance will not be required. (Line N). 

h. SaLwllite rental for CONUS and line cost for overseas (Line 0) 
should stabilize at Of f^hr 3 if all Inotallot ii>Pi5 Ai'iO i^unnections 
are accomplished. All locations will then be online to the networJc and 
data processing migrated to the data center. 

i. Equipment maintenance costs, for stores and headquarters, are 
shown at Line P. 

MIS CX)NSOLIDATION COSTS - MAPINBS: 

15. The one-time costs for the former Marine MIS structure to migrate to 
the new infrastructure is projected for seven years, Lines A through G 
of Tab N. Origin of these costs were depicted earlier at Tabs A, B, C, 
D, H. HQ personnel were to be detailed to dismantle the exchange data 
files from the formerly combined exchange/MWR application systems, see 
Line A. 

16. Following comments concern the recurring costs for migration, store 
modernization, and changes to former Marine MIS operating costs; all 
references are at Tab N. 

a. HO Personnel costs (Line H) would drop off after Year 3 once 
data conversion, migration to new application systems and installation 
of store and communications equipment had been accomplished. 

b. personnel - Field- costs (Line I) consists of data processing 
operations personnel at cdmmand level* Qualified operators should be 
considered for ASAP comjJuter operator positions at store level. Field 
costs could extend Into Year 3 if migration to the store were delayed. 

c. Line J reflects costs of one Computer Operator, OA-9 position at 
each COKUS store. 

d. Store automation benefits (Line K) consists of personnel 
reductions due to mechani*atlon of manual store functions such as: 
merchandise replenishment, receiving, accounts receivable, etc. Tab R 
reflects estimated reductions et former Marine stores based on store 
sise^ under the ASAP project. 

e. Equipment and software costs, along with maintenance shown at 
Lines L and K, would cease after processing had migrated to the Dallas 
Data Center* 

f. Pteseat leased Teiecommunicatlons circuits (Line M) would be 
deleted after migration to the CONUS satellite network. 
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g. Satellite rental in CCNUS and oversea line costs Rhonin 
stabilue in Year 3 if equipment installations and network conneS 
are on schedule (Line 0). Both CONUS and oversea locations SSSlfth^ 
Data'cinter ' '''' processing bein^ peXm^^'at'^^^ 

Lineup. ^^^^^^^ maintenance costs at HQ and store level is shown at 
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EXCHANGE CONSOLIDATION COMMUNICATIONS COSTS 
NAVY AND MARINES 



roKUS cONKECmLUXL Assumes fi very Srr^all Aperture Terminal jVSAT) 
^^^^^ll^f^nt^ VSAT may not be the final decision but for 
cLtinq purposes, probably works out as good or better than leased 
lines cost for OsAT includes surveys, installation and equipment. 



NAVY 

95 VSATS @ $17,000 

95 Comten Equipment (9 $770.64 

95 Hub and Backhaul Equipment @ $2,294 

TOTAL 



PNE-TIME 
$1,615,000 
73,211 
217^690 

$1,906,101 



fiECURRING 



$ 672,307 



MARINES 

14 VSATS @ $17,000 

14 Comten Equipment S $770.64 

14 Hub and Backhaul Equipment S $2,294 

TOTAL 
CONUS TOTAL 



$ 238,000 
10,789 
^2.116 

$ 280,905 

$2,187,006 



$ 99,077 
$ 771,384 



nwT.pc,^^R COM MUNICATIONS : All Marine i?<^*5i<='^| . ^1 35 Navy 
locations. Not included are: Adak, Alaska; Exmouth, Australia. 
Christchurch, New Zealand; Antigua, West indies. 



NAVY 

31 Overseas Locations 



h^INES 

4 Overseas Locations 



OVERSEAS TOTAL 



ONE-TIME 
$9,400 



400 
$9,800 



RRCURRING 
$757,344 



48.768 
$806,112 



NUMMARY: 

One-time "Cost 

CONUS 
Overseas 



TOTAL COST 



mi 

$1,906,101 
^•400 

$1,915,501 



HAB2HK 
$280/905 

$281,30$ 



]^egurrlno COfit 
CONUS 

Overseas 



TOTAL COST 



$ 672,307 
7S7.344 

$1,429,651 



$ 99,077 
^■■49r76a 

$147,845 
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TAB A 



EXCHA><GE CONSOLIDATION EQUIPMENT COSTS 
STORE VDTS, PRTtTTERS, PCs, AND CONTROLLERS 



STORE 


ANNUAL SALES 


NAVY 




MARINES 




CLASS 


(in $ mills) 


CONUS 


OES 


CONUS 


OES 


TOTAL 


A 


over $36 


12 


4 


4 


1 


21 


B 


$ie " 35.9 


13 


6 


5 


1 


25 


C 


$6 - 17,9 


25 


4 


1 


0 


30 


P 


under $6 


46 


21 


4 


2 


73 




TOTAL 


96 


35 


14 


4 


149 . 



CONFIGURATION SUMMARY FOR EACH EXCHANGE: 

CLASS AAFES EQUIVALENT #CONTROLLERS #VDTs tPCS I PRINTERS 



A 


FT BENNING 




7 


30 


7 


B 


SHEPARD APB 




3 


10 


3 


C 


SMALL 




2 


6 


2 


D 


SMALLER 


»- 


1 


2 


1 


STORE 




NAVY 


MARINES 


CLASS 


COST EACH 


« 


$ TOTAL 


1 


$ TOTAL 


A 


$120,000 


16 


$1,920,000 


S 


$600,000 


B 


45,000 


19 


855,000 


6 


270,000 


C 


29,000 


29 


041,000 


1 


29,000 


D 


11,500 


67 


770,500 


6 


69,000 




TOTAL 


131 


$4,386,500 


IB 


$968,000 



NUMBER OF DBVICES: 









TOTAL 


Controllers 


294 


61 


355 


VI>TS 


976 


228 


1206 


PCs 


294 


61 


355 


Printers 


294 


61 


355 
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EXCHANGE CONSOLIDATION EQUIPMENT COSTS 
DATA CE.VTER UPGTIADES 



^AVY MARINES 
ONE-TIME RECURRING ONE-TIME RECURRING 



CONTROLLERS, 

VDT8,PRTS,PCS ?4, 386,590 $330,450 

MAINFRAME * 4,224,000 226,600 

OASD * 721,600 0 

MAG TAPE * 202,400 17,600 



576,000 
98,400 
27,600 



TOTAL $9,534,500 $574,650 $1,670,000 



$70,800 
30,900 
0 

2,400 
$104,100 



« NOTE: Sizing oqual to ftpproximate«ly 50% of present aapes 
capacity, includes costs for' 45 MIPS mainframe p?ie? 2n<J^f 
gigabytes of DASD (direct access storage devices) . 



TAB C 
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MIS Consolidation Costs 
One-Time Data Conversion Costs 

($000) 













mm 












A 


MC HQs Pars 


^nel Co6t8 


100 


300 


300 


100 
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NAWData.C 
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2,300:= 
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NAVYTraJnirv 
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1,000 












2,900 
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Marine MWR Data RKKessing 
(Sopaiate Organization) 



($000) 



















ICOfT marcial Softwan 
a Cqufp Upgrade 


2.200 


2^200 












4,400 




ill 










i|liii!9biii 
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Qb 




700 


700 


700 


700 


700 


3,500 


mm 




^iiiiiiiliilffiliii 


iiliiili 






iiieoqii!; 








ii^l!400'i; 






|:;j;::2,600.; 


|MWRH2v^hvara/Soft 


ware 




300 


200 


200 


200 


200 


1,100 
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NAVY A§AP COSTS 
KUUiHMblNT AND PERSONNEL 

(Estimated) 



STORE 
SIZE 



NUMBER 



EQUIPMENT 
POSTS 



TOTAL 
EQUIP COST S 



Small . 
>$750K 



5. 



$126,705 



$ 633,525 



Medixim 
>$8M<$30 



27 



168,785 



4,557,195 



>$30M 



14 



3,294,340 



* 



46 



EQUIPMENT TOTAL $8,465,460 



PRRSOWNEL COSTS; 

UA-9 Computer Operator 0 $37,232 X 46 • $1,712,672 
(Step 4 w/37% fringe benefits) 



* ASAP not currently planned for oversea including Hawaii 
(IG afceires) 
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TAB 



MARINE ASAP COSTS 
EQUIPMENT AND PERSONNEL 

(Estimated) 



STORE 
SIZE 



NUMBER 
ST ORES 



EQUIPMENT 
COSTS 



TOTAL 
EQUIP COST^ 



Small 
>$750K 



5 



$126,705 



$ 633,525 



Medium 
>$8M<$30 



7 



168,785 



1,181,495 



Large 
>$30M 



2 



235,310 



470,620 



14 



EQUIPMENT TOTAL $2,285,640 



PERSONNEL COSTS; 

UA-9 Computer Operator (§ $37 ,232 X 14 » $521,248 
(Step 4 w/37% fringe benefits) 



* ASAP not currently planned for oversea including Hawaii 
(15 stores) ^ 



TAB H 
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AAFES ASAP COST 
EQUIPMENT AND PBRSOMKEL 
(Estimated) 



STORE 
SIZE- 



NUMBER 
?TQRES 



EQUIPMENT 
COSTS 



TOTAL 
EQUIP COgTS 



Stitdll 
>$750K 



9126.705 



Medium 

>$dM<$30 



74 



1(8,785 



12,490^090 



Lmrgo 

>$3UM 



295,310 



* 



132 



EQUIPMENT TOTAL $23,314,340 



PERSONNEL COSTS; 

VA-9 Computer Operntor (a fyM,7^7 x 132 ■ $4,914,624 
(Stop 4 fringe bftnftfits) 



* ASAP nnt nirrpintly plc\mied for ovgrsei including Hawaii 
(15 stores) 
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TAB 



AAFES ASAP OFFSETS 
STORE PERSONNEL REDUCTIONS 
(Estimated) 



POSITION REDUCTIONS 
BASED ON STORE STZ^ 



STORE FtJNnTTnW 

Replenishment 
Receiving 
Price Changes 
Accounts Receivable 
Layaway 

Sales Commission 



SMALL 


mi 


LARGE 


1.0 


1.5 


2, 0 


2.0 


3.0 


4.0 


.5 


.5 


1.0 


.5 


.5 


.5 


1.0 


2.0 


3.0 


.2 


.4 


.6 


5.2 


7.9 


11.1 



STORE 


NUMBER 
SIQEIS 


STORE 
POSITION 
REDUCTIONS 


TOTAL 
POSITION 
REDUCTIONS 


Small 


26 


5.2 


135.2 


Medium 


74 


7.9 


584.6 


Large 


32 


11.1 


355.2 



TOTAL PQSTTTnWS 1,075.0 



Operations Clerk (Composite Salary) 

$19,200 X 1,075.0 •= $20,640,000 projected Offset Savings 



NOTE: No "soft Savings" are Included in these offsets. 

Composite Salary is a computed figure composed of upper 
level HP? and lower graded UA personnel who perform the 
various store functions. 
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TAB I 



NAVY ASAP OFFSETS 
STORE PERSONNEL REDUCTIONS 

(Estimated) 



POSITION REDUCTIONS 
BASED ON STORE SIZE 



STORE FUNCTION 


SMALL 


MED 


LARGE 


Replenishment 


1.0 


1.5 


2.0 


Receiving 


2.0 


3.0 


4.0 


Price Changes 


.5 


.5 


1.0 


Accounts Receivable 


• 5 


.5 


.5 


Lay aw ay 


1.0 


2.0 


3.0 


Sales Commission 


.2 


.4 


.6 




S.2 


7.9 


11.1 




STORE 


TOTAL 




STORE NUMBER 


POSITION 


POSITION 




SIZE STORES 


REDUCTIONS 


REDUCTIONS 




Small 5 


5.2 


26.0 




Medium 27 


7,9 


213.3 




Large 14 


11.1 


155.4 





TOTAL POSITIONS 



394.7 



Operations Clerk (Composite Salary) 

$19/200 X 394.7 - $7,578,240 projected Offset Savings. 



NOTE: No "soft savings" are included in these offsets. 

Composite Salary is a computed figure composed of upper 
level HPP and lower graded UA personnel who perform the 
various store functions. 
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TAB J 



MARINE ASAP OFFSETS 
STORE PERSONNEL REDUCTIONS 

(Estimated) 



STORE PDNCTTOWg 

Replenlshinent 
Receiving 
Price Changes 
Accounts Receivable 
Layaway 

Sales Commission 



POSITION REDUCTIONS 



BASED 


ON STORE 


SIZE 




MEP 


LARGE 


1.0 


1.5 


2.0 


2.0 


3.0 


4.0 


.5 


.5 


1.0 


.5 


.5 


.5 


1.0 


2.0 


3.0 


.2 


.4 


.6 


5.2 


7.9 


11.1 



STORE 

Small 

Medium 
Large 



NUMBER 
SXQEES 

5 

7 

2 



STORE 
POSITION 
REDUGTIOWS 

5.2 

7.9 

11,1 

>TOTAL POSITIONS 



TOTAL 
POSITION 
REDUCTION S 

26.0 
55.3 
22.2 
103.5 



Operations Clerk (Composite Salary) 

$19,200 X 103.5 - $1,987,200 projected Offset Savings 



NOTE: No "soft savings" are included in these offsets. 

Composite Salary is a computed figure composed of upper 
level HPP and lower graded OA personnel who perform the 
various store functions. 
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AAFES 
Modernization Plan 



"1 



($000) 



m 




mmm 


















Om-TlmeCoaCB: 




















sliiniliiiliiPilHlliiill 










iMliiiiliSi 






•;i';iii;i-^^()00.: 




ASAP: 




























iiiiiiiiii 










c 


Hardware 




11,340 


11,340 










23,313 1 




















3,606 




Reoirnna Costs: 
















1 
















iiii^scjtil 


iliiiiKsoiifliii 




F 


Poreannel - Rekt 




5,300 


5,300 


5,300 


5,300 


5,300 


5v300 


37,100 


















4,915 


■■ . zTism 


H 


ASAP OffBots - Stcxe 




^10^) 


(20,640) 


(20,640) 


(20,640) 


C2p,640) 


(20,640) 


(113.62D) 


1^ 












liiiSi^i 








J 


Tejecbmrnuntealk^ » ^ f_ 


4^900 


: 4,900 


3^900 


2,900 


2,900 


2,900 


2,900 


25,300 
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ilHiiiyiSt? 
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MIS Consolidation Costs 
^ Navy 



($000) 





One-Time Coeto: 




























. ... 








:v'--.=:i,ooo' 


n 
o 


Data OorworeiQii 


3,150 


3^160 












6,300 








.'c-.1>I(KaJ 






.... 








n 


oiMv vul V, rmiiofv 





2^ 












4,400 




















2J00O 


r 


NAVY/AArco Data CCT upgTado 




2,600 


2,600 










5,200 


m 




liiyiiffiMtt 


iiiiiii 


mmm 






liiiliHMIiljpli: 








Recurrina Coots: 






























mmm 




iiiiiii^;;40(>> 


;-|:i3,6oo' 


1 


Pomonnol - Reld 


aioo 


2,100 












4^ 


Si 


















7,709 


K 


ASAP Offsets ~ Store 












(7,578) 










iiiiliiiiS!! 


iiil8B!P.. 












1.600: 


M 


Telooommunications 


1,000 


1.000 


1,000 










3.000 


Pk 












1 ^ 






200; 


O 


Satsllilai/lJne fteiitBl 


TOO 


1,400 


1,400 


1.400 


1,400 


1/UX) 


1,400 


9,100 
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600 
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MIS Ckxisolidation Costs 
Marine Corps 



<$000) 













































^i^t«o«ikwl<k^tie' : :■ : 


Wmmm 
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Data Conversion 


1,150 


1.150 












2,300 




iliSiliiiliiiililiffliililSiS 








.T . . . . . . - : 


r ^ 






300 




Storo VDFe^ Printers 


400 


600 












900 






t . i . .:• 1 .... 




100 


■ ' 'i 


> 1 






300 


F 


MC/AAFES Data Ctr Upgrade 




400 


900 










700 












1*143 




. ii^iiiliilffiiiiii 








Rectarlna CootK 


















m 






mo 
















Petsonnel - RoW 




Z200 












4,400 










WUmm 




liiBiMisaiii 






;i=;ir^=i^34S:) 


K 


ASAP onsets -Store 








(1.»87> 


(1,987) 


(1.987J 


(1,987) 


(8,942) 




H^iiiiiii^^^ 




msmm 












!;iiB::ik000\ 


M 


TelecoinmunicationB 


100 


100 












200 


N 


















;=jiiiiiii:i1^200r 


O 


SaleffiteAJne Rental 


100 


100 


200 


200 


200 


200 


200 


1,200 














iiiiiiiawji 


iiiiililili^OOli 




•;S:-^i!i1,40P;; 
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Summary - Navy and Marines MIS Costs 
Consolidated/Separate Exchanges 
























o 
1 


D 


Marine Corps Exchange 


7,900 


8,000 


5,700 J 


6,700 


6,700 


5,700 


5,700 


44,400 


00 

o 


E 


Navy Exchange 


15,094 


14^1 


16,837 


21,625 


20,572 


6,379 


6,379 


100,217 
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TAB P 



A DOD STUDY OF MILITAiiy EXCHANGES 

I 

Appendix C 



Management Information Systems 

^ Attachment 1 AAFES Baseline Posture C-1 

Attachment 2 NAVRESSO, Basel ine Posture C-37 

Attachment 3 MVRSPTACT Baseline Posture C-48 

Attachment 4 MIS Cost Summary C-61 



A DOD STUDY OF MILITARY EXCHANGES 



Appendix D 



Senior Noncommmissioned Officers' 
Focus Group Report 



1 

Executive Surtisary 

3 

BacXground and Purpose 

Methods and Procedures 

7 

The Findings 

Predispositions 

of Findings 



*''^'xt^?h» Moderator 6uid« 

B: Focus Group Transcript 



1 



^ * e« ^ovlew of nilitary exchanges is * 
ra%rir/rstfss:inr^rt^e'^?our services; e.c^.n,.^ • 

reirrtspecti- -change syste.. 

Key findings of the locus group are: 

. . »^ officers believe their current 
. Ml senior noncom-issioned officer a^beU^ "^'f 

ft^ fe^i^le^^^P^^',^ rthfe^cSf 1, en Integr.l part 
:r'tS; tolal ^lUion of each service. 

of the w current exchange 

. All participants vere satisfied *lth ^^^^^g^lp of the 

Banagt»ent die to "ntrall«tlon^ The Hast^ ^^^^ , 
iril. Mavy^belleved^that^hls exchan, ^^^^^ 

r^e vas Significant ^i^cussi^.^r s^nSt^Wt^r o^^ 

the P«"P^i^?»^;^»iry fictor. Influencing this behavior. . 
'''I^ lieve thet co«.and and exchange ^ patron .na exchange , 
:o^iliir.lUn'cSn».l. «• profit I. 

HSiSfe !S^i^.ich ^o,.^ 

the ixiAange wvlnj* .f^/ISe the savings, ^••".S^^'Sf^ 

representative stated **** ifir.t^ .hopping ther«. Then, we're 

9olng to end up losxn? 




-j^-r>iw --r.-Ar-pi vith the possible 
. All f^^^i^-^f^'•'•^^:?,';r,^}^r"-:,e .Uy %nd ^ir Fcrce 
consolidation of *V;":..ftvi Merger, provided that a thorough 
representatives ?"'^^^".f.''^on^ c?td The )<avy and Marir.e Corps 
cost/benefit "^''^y^^'^" ^^'^^.^'propesedlonsolidatlon for a 
representatives vere °ff"^ ;| that savings Bust be realized and 
'V''^^^ ^'odocrbeUeJ than whit is currently in place in order to 
^'rtcred Sltrrconsolidation of the syste.s. 



a 



•.-arst- HftfArse review of ailitary exchanges is a 
The DeP«t=ent of Defense review eichange systems. The 

baseline assess ent of the four s^^^^ ^^^^ ^^^^^ 

^I^xtd vit"the obrectfvf o?'tdentifying Increased efficiencies. 

! .fMciencies nav include reducing overhead costs and 
These *"|;'=^^"=J," ?a^r,atrens without degradation to customer 
irrvtU "'T^r;:i^ ^or^frtCie^s an functional areas ot ti». 
Ixlhange.. Th. end result of this stu^ could suggest 
consolidation of all or soae of th« functional areas. 

^. c.ai-u<i<ea> senior noncoMlssloned officers 

• What is the nisslon of the exchange? 

• What are the senior noncoMissloned officer perceptions 
Regarding the profit distribution system? 

• HOW well does the senior noncommissioned officer believe-his ' 
exchange serve! ?he different .ilitary populations? 

• Are the senior noncoMissioned officers satisfied with current 
exchange operations? 

• What are the senior noncominissioned officers' opinions on a 
consolidated exchange system? 



3 



xmCCS and FROCFDH^ 



. ,1 portion outlines the Eethods and procedures for the 

The f^^l^'^l'^^JHrch ?o include the Moderator Guide development, 
st^pte selection, »nd group composition. 



The Moderator Guide 



_^ culdB was a combined effort of representatives from 

I^* S^!le Selfart Recreation Support Activity (MWRSPTACT) , 
Air rorce to^ange Syste. (AAFES) . and the Havy Supply 
gst^CoMlnd (NAVSUP) . Th« representative, were: 

Ms. Tamra Avrit 

ll^lk5!S*HiSI<^a??t».^&rS!^Marlne Corp. 

Mr. Ji» Winter* 

Chief, Operations Division 

Ariy Air Force Exchange System 

S!?^c?or: Re:ai:'anrs;rv?ces Support Programs Assistance Staff 
Naval Supply Systems Command 

^ Kr.K^K^\ obiectives were developed by the Task Force and served 
"> r r^^^^ --roup With 

hospitality ^l^fi"!??^ 'Sle^ently staffid to the other agencies 
for'th^ll ^ruS'^d*«,^St!'^«S^in.l review fro- the agencies, 
ttS guide wa. approved by the Task Fore. 

A copy of th. »od«:ator guld. 1. .t App«)dix »• 
SaiVl. Selection procdnr* 

th. .aopl* "•.^[•*"i^2„^thoSSh wrticipant. wer. ..Leted txtm 
fro. •jrvlcj' "riJ-^il^rKet, they brought perspective. 

i^th^^SiitS' othSi l^tion.^her.'th.y have 

served. 
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"re represenTLati 

• Serjeant >!ajor of the Amy 

• Master Chief Petty Officer of the Kavy 

• Chief Master Sergeant of the Air Force 
. Sergeant Major of the Marine Corps 

Group Composition 

Th^rft vera four participants in the focus group. Specific 
S^»^raphic characteristics of the group vers: 

• All participants vere grade E9. 
interface. 

• 100 percent of the group was male. 

. The average age was 45, with the age range between 38 and 49 
years. 

• 100 percent of the group was narrled. 

e Participants had' an average of two children, with the age 
range between 14 a^ 25 years. 

Group Location and timm 

Tb« qroup was held fro. X400 to 1600 et Ths Pentagon in 
5S!h?SS5JSn, D.C. on Thursday, 2 August W90. 

Facility OescriptioD 

- v^iji 4n roam 3B753 of The Pentagon. The participants 

^Str'SS^iSg m SS^ssion. Th. «>der.tor ^ the two obs^erye^ 
Mt at ths head of ths tabla. 



The €-tire session was taped, m addition to transcripted by a 
shorthand recorder. The tape recorder V3s placed in the front of 
the room. A copy of the notes are at Appendix B. 



i 



^ J V ^xr^.i^ /MVT^SPTACT) and observed by 

The session v^s moderated by hs. ^f^^^.^'^llfES) .nd Major Burger 
Co.^ander Kaloupek (NAVSUP) Kr. Wxnt^^_^ KWBS^IACT, was the 

^l^^^thanf Uco^ a^ssist;d in the session. 



1 and Icnew each other through 
All qroup perticipants t?^<'i»L'^rticlpant had b«M 

^iel? coSmand PO»itlonj. While each P^^ticlpan ^^^^^^.^ position 

^'''^?^i^he'^«iS?o c^nlolilK/lfey^^^^ candidly ahout 
I^lfrl2?ce5?ir„l and opinion,. 

*. * *.v-^ Force could not attend, but 
re'ntri:%?rfrxslrs!«t! SLrf%ti"^C^ri,. to represent hi.. 



gyaaary of Findings 



.his section Us- each guest^on J-^^.trssfor ^xS^^tSt ha. 
fie;'tSestirslltions:''?rI:iw:r!, exchange operations, profit 
dlltrlSution, policy, and future. 
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Fra=evc-rX 



• What do you Uiink Is the »ission of the ejcchaivje? Do you 
perceive any differences in Mission betveen the services? 

The exchange aission is to provide support to the servicesember 
and the other eligible populations at aiUtary installations 
around the world. Also, the exchanges are to support the needs of 
the command to lend in the accooplishjsent of the nission. All of 
the senior noncomaissioned officers believe the exchange system to 
>l\n integral part of the total sisslon of each service. The 
participants alio believe that the exchange i. critical to each of 
the services* morale, welfare, and recreation (MWR) Progra«s in 
oroviding necessary funds. The Air Force representative stated, 
5^Se exchange is^e of our benefits. If ve lose it or cut back on 
it, it* 8 the sane thing as taking away pay or something else." 

• Does the exchange satisfy the mission needs? 

Each participant agreed that their current exchange systea 
satisfied their mission needs. There vas significant discussion, 
however, on the different missions of the four services and he 
role of the exchange systems. The Sergeant Major of the Army 
stated that these conceptual differences for exchange operations 
lllltA to the services* orientation of land versus sea. For the 
Und-based services (Army and Air Force), the exchange system 
i^nhasizes facilities as a mission-essential priority. For the 
sea^baserservicts (Navy, Marine Corps, and Coast Guard) however, 
facilities do not ranX as important in their overall priority. 
Thise exchange systems are service-oriented to support the extended 
deployments aboard^ship. 



Exoha';e Operations Questions 

{or enlis 

Others? 



frsinv vour G:<cfc^qo sexves junior enlisted? 
• ^:iilt?e^r «il^rs7 7^ily'.e^s? Retiree,? OU.e 
senior f^H'^SrU. ivs activities) 




. HOW ar, the -'^^'-l^ ili^llI^lo^SI avSl^iuS X-ta to 
custo»er7 *re merchandise sci^ion^o^ ^ customer 

customer •»^f?I^,%rtte^«iliU^ dean and attractlye? 
l^iS^bSii employe, attitude, customer «rvic 

oriented? 

,n ot the senior -nco^iri-d |fflc« 

^ave tS^ there. If "S'^^fcI'^'Ltvtln^r^chai,. .y.te-s 

participants "^^^^eant M^jor of Marine Corps stated' that,. 

Is comparable, ^he Sergeant Hajor or ^ cheaper in AAFES, 

-patrons shop around and ^^f^ "jj^^Simllar throughout." The 
bSt across the '>?»j2.'^$L5'pr"i5ed example of retirees drlvinj 
sergeant Major <>'^">» J^^t an exchanqe to deceive the pavings. He 
100 to iOO miles to shop at an exchange^ ^^^^^^ don't - 

^^S«'(rb^i^Sr«'viSs^or'a?e^n?t Mncid (about the savings,.- 

s: ^iStTo^y-rsrj^ ^^^^^^^ i:^o«ic.r 

Mnagement due to Si. !«ihaiwe myStS^h** »ado flr..t 

Si the Mavy b*"'^** S Mrt l^l^rtet desaltds. „ 

stride. l»^*5*J^:»*^/?ac'ii?l!2 veirtcceptable. •«nrico :1^1.' 
also remarXod ^mt^"* '^^^^^ th« Havy'. unifotB shy. ••''to ' 

•howlnf behavior. but SSo tS ewwetitloii. 

re.pScav. .ervicj^exchang. .^^^ partl^t. y^^^ 

Three specific «2;P}** Japan, and the Philippli»». «>• 

5:Sr$:?ii5'?oS5:"iS'Ai? Je^eUntativ... .11. provided 
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-.■til* ■; 



-9 to Why siilcrs, Hsrlres, »nd airmen vill <^ravel fro» 
^ubic Eay to CUrk Mr Force E = se, vice versa, to shop «t a 

Subic cay <-u rK«(r« variety, and the perception that xt s 

'aiffrrrnl :r'the':ihef ^Idrcrih^'^fince- appear to"b« the prl.ary 
factors influencing this behavior. 

• noes Your e^chajige systea have customer advisory " 

r^^hould the system have these »eetij^s7 If yes, how 
2^^^tly are t^Le meetings scheduled? Are the recommendations 
o£ thesa meetings acted upon? 

»ii th« senior noncommissioned officers of the services stated 

^nhlnle the'Sou? SoSjlf itlon of the Havy advisory board, to 
rtflelt .or. Junior grade enlisted personnel. 

. Are co«and and exchange co-.unicatio» d»ann^ *»• 

thi exchanSi. The An.y "Pff^^J^^J'ttoJe -tnt^^r'to^oXplain . . 

<P"'"^?rLrthe'Ba](!g!? to s^eihlnrsp'ci.I." Ml o? the 
participants felt thei^ cur?ent exchange systems wer. responsive. 
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Profit Distribution Questions 



, DO you Jrncv hov your service distributes exch^e profits? 

„^^r,»r,issioned officers vere aware of hew their 
Ml of the f^-Ji^J "°"=°!^^"'pjtfits. There is a significant 
service distributes exchange pr distribution aethods. 

difference between the four services t.iw 

. you explain how your .orale ve^ 

K^e^l^^fJ^tS^ your Lrvlce.. »« pro^»7 

thS^istribStion of exchange profits. 

..e participants were generaUy^s-^^^ "j^i'^ 
l^e'i^f e f ^u^rr^M^^^^^^ 

representative •*a**<'_^^»^g*^?atl^ Itated that, "we (the Air 
year. The Air Force r^prfs^"*-; ^ „ years - we've got our 
Force) have put 50 Percent in for Jf'.JtnL^that. ■ The Mister 
iacilities "P'"«*/*"'^e^3t5^:ta?eS 2SIw facilities need . lot 
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?ol icy Questions 



savings at the,"='^t^^?Jv!!i^y on-base .crale. velfaxe and 

,U participants ..Ueve t^ej^^l-.tr^o^cr 

J *v»t. «.t-r«na are Bost Interested In th« 
All participants agreed "^^^P^^^^S^^J-tSe Air Force and Havy 
savings ftt the ^change. ««^«^«^' that the average service 

SK*So$l ^o"t S^5«st:^ld'^Sit tre"xchange support, their KWK 



program. 
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r-Jture Quest icr.s 



«,^-<enc£ with Your txcharvje s:/ste» and vtiat you 
, Based on y°:i^„"Pt'^|"thiik the e^ch^e system should be 
have heard today be the prulry benefits and vhat 

consolidated? " .J^f-j^^-^^^t str^ctLe and operation look 
l^llV U%r'tS^i^ thi Tsti:^!^-" consolidate. vhy7 Do 
Jercei^e any overriding disadvantages? 

consolidation. senior «^^^°jidatioi» of th« exchange systeas. 

perspective P?"}^^* v«e In concurrence, that if ther. were 

XU service reprwentatlves vere both patrons and 

a consolidated systea. it enouio lUj>i»xi» and levels of 

f|?;;rcf "aMI%«vUf an:nlf o^*:^^^^^ to local patron. In order 
irgineratTtSelr continued Interest. 

t tha Xr»y restated the Secretary of the 

The sergeant Major ^5%~^n^;iidatlon. He did, howev«, 
Army's PP'^lftLient ilth stressing the need for a thorough 
caveat the statenent witn •""?tStlon. Inportant issues 
cost/benefit study <>!t^»«?"'*'"d strength deductions and the 
included current P'»P««*^,»'*T*2versea8 bases. He also stressed 
?Sl1'o;.Unirnrenfiu?!?e^t'?-tl?tr^tandard. If consolidation 

wer* to occur. 

The Air "P'^-^n^nV^in^oiroS Hi goln^^^ St^S^ 

«^,ayf -:t-iSt "-el'l'Se? ontlh solving thi details of how 
to run ite* 

^w* # Officer of the Navy was particularly vocal 

The Master Chief ^^^^ "^^5 ?he protection of morale in the 
on the points of ownership ^^ted^-our sallore are the 
face of eroding zJJ^v L^n it. Did they ask to 

shareholder, in ^i^^^nS^Iy^^S^SeS^itS'th^ ^.t of 
change It?" He ^I^^tJ ^ program. His baseline 

;2ri?U2'iiriJr2pS:iriSft>*2.S2iS2i^^ 

The sergeant f^t^r^Sslnttt^S^u'SrSeS^ SSf 

opposition to cons^datlon^ tSe itelne Corp., with Se isnes of 
J«SISi"tiSol! ISd ^iSs-Sve prf It distribution level, a. 
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. Hcv should the profits t« distributed to .orale, velf^ra and 
recreation (K-rffi)? Hov »uch? 



» u.^^r fif t^e JuTBV stated that flexibility to change 
Iv^ ^^'Jtt distribution ratTias required to ceet the changing 
^''^^r^f cap tal tation. The vlvy and Marine Corps 
"'^"^ =!nf^^ves emthasiied that profit distribution oust keep th« 
representatives e»P^"J^ ^han Surrent standards. They even 
t^fetrthrtlrt-cons^llration ^arantees of current level, should 
be established. 
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SENIOR NONCOMMXSSXON^ OFFICERS 
Sii-r* a. FOCUS GROtXt* 



Xr"KMd Forces 
Military t^ci.i.-'-;a Cc'AsoI llatlon 
TasX force: 
Jones Conission II 



verify p»rticip»nt» ar« in the proper group. Distribute naae 
tags/cards for first nana only. 

-Hello. My na«« !• Ta»r« Avrit and I'm tha loderater 
today. W« will be her* for about tvo hours to talX about an 
aspect of your ■ilitary benefits.* 



•I as a «arVetln9 specialist vith the Marin* Corps, 
however, for thrf purpose of this session today. 1 a. vlth th* 
Department of Defens*. Ple.s* fe.l free to .ak* any positive or 
„e,atiY. eo««.t, about •nythln, that ««*. up la our dl.eus.lo. 
thii .omlng. Ky Job I. »^ - th. lin. today - «d X don't 
bav. anything to .•11. Say vhat.v*r you m. .bout our topic m 
long .. If. tru. f«r you. today, our topic is •ilitary 
axchang*.* 

U.utenant Cn«.l Donald Jone., th. Deputy Assistant 
SMrstary for Military IUnp«»«r Pwrsonn.! Policy, 1. chairing 
• task fore Which i. conducting . bassUn. assessnent of 



military exchanges. This task forc« vas directed by the Chra:iri|n 
of the Morale, Welfare and Recreation Panel of the House 
services CoauKittee , Congressman Marvin Leath. You ver* ^|^^til^ 
to this session to give your opinions, as the senior ^ |: 
noncoaalssloned officer of your service, on your exchange s^tg^ti^. 
Your input is laportant to this assessment. ^.y- 

V« hav* rft^rttSMtatives fro» th« Xny/Xlr Totpm 
Exchange System (XAFBS) , MarlM Corps Exchange (MCXy, ^« , 
Kavy Resale and Servlc* Support Office (KAVWSSO) here tah^t;^ 
what you J^»vt say. 



?r?nn^ Rules 



"•Before ve begin, however, we need soae ground|;^mef 



for our meeting. 



FU.M Uik on. at » tiii M»d In . vole M l«id a. 
.In.. Tbi. ....ion 1. b.lhg betii t»fi md r.oord.<ltby oi« 
•horthand .Mr.Ury - only to ...Ut in ow r.pott wltli^, . .^ 
Ev.ryt)»in9 you .ay 1» eonfidwitlai. 

■■'.3 

X naod to h.ar irt»*t .voryon. ba. to nuen b^t yo>»|».::ii* 
not n«.d to answ« .vwry qoMtlonr You do not nw* to •^i^ 
.11 your co«.nt. to to 9»t tli« on th. tabl. 
YOU can respond dlr«:tly to .o^thing .1.. th.t U?.aldi^ bii|j^ 



avoid 
hear. 



conversations with your 



ne ightor . 



Say it so ve all can 



We will observe the no sitoXlng rule during this 

session. 

There are no right or wrong answers In what ve ar« 
talXlng about today. 1 need your different point* of viev 
expressed in our session. Have the courage of convictions, even 
if you are the only one in th* group that feels that way. There 
Bay be others XiXe you outside of this room. 

■ Host laportantXyr each here is as iaportant as the 
other in this DoO study. Similarly, each exchange system is as 
iaportant as the other. 

Finally, rank Is to be left at the door.» 



-Please introduce youreelf to the group and Ull your 
f iret na«e, your J^, and boif long you have been there. 



• To begin, what do you thinX is the Bission of the exchange? 
DO you perceive any differences in sisslon between the services? 

• Does the exchange satisfy the ■ission needs? 



y^nhainqe O r t m^!^"^ Questions 

» Hov veil do you thinX your excbainga servds junior enlisted? 
senior enlisted? Officers? Faaily .enbers? Retirees? Others? 
(Reservists, Onits, WR activities) 

• HOW are the exchange prices? Is thers a savings to ths 
customer? Is merchandise selection and availability adequate to 
custoner needs? Is ths quality of merchajvJise and customer 
service satisfactory? Are the facilities clean and attractive? 
IS exchange Banageaent and eaployea attitudes eustoaar sarvica 
oriented? 

• Does your axa^anga systan hava cuatosar advisory aaatinga? 
If not, should tha systea hava thaaa aaatinga? X£ yaa, how 

frequently ara thasa aaatinga scheduled? Ara tha recoaaendationa 
of thaaa aaatinga acted upon? 



Are 



Xr« cor-and and exchanq* coajsunicat ion channel! adeq^uatt? 
atron and exchange cocrunication channels adequate? 



p|-r>f Dt^tributton Questions 



• Do you Xnow how your service distributes exchaivge profits? 

• Can you explain how your »oralo, welfare and recreation 
(MWR) program is supported by the exchange? Do you )cnow the 
aaount of ■oney received fro» the exchange for your services' KWE 
program? 

• Recognizing the competing needs for exchange profit dollars, 
are you satisfied with the eijulty of the profit distribution 
system? . 

• Do you perceive that the profit distribution systen provides 
incentive at the local level to Improve exchange service and 
efficiency? Xf not, what do you think do«s provldo for local 
li^rovement? 



t w-hich is »ort important vhen serving th« Bilitary nezi-er: 
Savings at the exchange (for the Individual customer) 

A viable and financially healthy on-base norale, 
velfar* and recreation (KWR) program (!.•. child care, base gy», 
eteO 

• What do you think your custoners are »ost interested in from 

the exchange? 

Savings at the exchange 

OR 

Funds for a viable morale, welfare and recreation (KW?) 

progras. 
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"The futvjrc structure of our exchange systems say be 
draaatically different froa vhat ve have been discussing so far 
this afternoon. One of the alternatives the DoD TasX Fore* it 
revlewin9 is the consolidation of all of the exchange system* 
into on* systea — similar to th« recently announced 
consolidation of tha four services' coMlssary systems. 

• Based on your experience vith your exchange system and vhat 
you hava heard today, do you think the exchange systems should be 
consolidated? If yes, vhat vould be the primary benefits and 
vhat should the consolidated management structure and operation 
looX liXe? If you think the systems should not consolidate, vhy? 
Do you perceive any overriding disadvantages? I would like to go 
around the table and have each commander briefly give his 
perspective. 

• How should the profits be distributed to morale, welfare 
and recreation (XHR)? Bow much? 



■Is there anything else anyone would like to say? 
I appreciate your time and insights. Your opinions 
are important to this study. Thai* yoo.« 



Xr^ed Forces 
Military Exchan>;e Consolidation 
TasX Force: 
Jones CoDjaission II 



Focus Group--2 Aug 90 
Franework Questions 

frv^fr U0 VtAve a need for our exchange 
;^„y-.BeXleve very strongly^that ve^^^ ^^^^^^ 

service*. They P"^"^"* 'tired coMunity as well. «• have 
.embers, reserves, vorW^ at each installation, »• 

soldiers etatloned^rouna we ^^^^ ^. 

have - no ■atter now oboj to kmk of our soldiers. The 

Lrviccs. The exchange is «itical^to^KHR^or ^^^^^^^^^ 

reeetS^-enflnlro^Sli^Sr... K^'Save a 9O0d syste.. 

Mr Force-we have continuity ^l^^'^" ^.^t^^UHrnlt for 
there^to^help^ou not to^^f '/^nS^S; . „on-confront.tion.l - 

there to support us. 

^. . Have asXed sailors ^nd wives would 

Havy-Ownershlp »ean* • !|X^e"^ith AAFES. There are strong 

they continue to shop If "re. Sailors are saying that 

feelings that they would notshop anymore, sa^ ^^^^^ thing^opl. 

"they" are out t«»*»^?„^r^-^uld impact negatively. This is 
could do for .orale rif* SSslneM approach. Believe politics 

the emotion ""i"^"' "P;;S°to%^^w "tho t!id to do it7-who want* 
strongly involved. «*"ted to xnow someone is driving It. 

iUilvef llri; StilUris'livSliSd. sailors ar. going to waX. up 
and they won't iwn^their exchange. 

The systems are totally SS-^^Si^'H^v^^at'^'-r?*' 
The Havy relies *^J^?^*i?;^i^£Sft activities. Co to wuxf 

X. far th. funding of "f.^-^-gST^'j^^^SS SSS u! 
right or wrong. He sort of lU^SiSTl. theHawSss not kold tho 

COM from soldiers and airsea. 

« 4i<4.4«. wjiw<s facilitiee need a lot of work. The 
^l^ti^ Mi"MlS-tiorbett«: bring e^.lity, bring 
Seir facilitlee up to AAFBS- 

, 4 ^ difference* in the servicee. Mavy i» deployed 



A. wa have sc=e fine facilities out, 
facilities to those ^^^^^'i^^^^/'iiitUs. h.ve KOX f or y ' :: 

there, they ""P"^,^^'^/do ve Mve active duty, we have \ 
t^^ie^Luf ?eUrerinrrL«ve%opulatlon that need to use these,, 

facHities. ^ v f v»v -^'ftl^i^i 

..vy-While in Havaii P«-rShS '"d'^her^tnt ^he ^'l' : 

th^gbt '^f,""! " "2s"re ^^l^ed! they Use opport^nt^ |« 
;riho^: i^e^Lt^lrft^r Oversea,, ^i si tin, -^^l^oPP^-^^^. ^^3^:1 

niiililiS ofcoipStrnvS Sopping it syste.s «. co«bln^.. ^, ,||^| 

different worlds. . .^^ 

Harlne Co.ps-X,re. vlth vh^t vas^saM above S?tn;r&' ' 

l^^^unily. «»l. ByBte- worX. through the MHR 

neede and «?=°?P"!^;*SL'*' 5e SivS put . lot of vork i"^* . J 
told to looK at their M™« ,* jijtlea and at Boot exchanges, ;,;y<^';, 
Stva iodernised and "P^?^fl,'^=i^it ^Set l.portant to th5^,Marlfli»; 
SlU find «»parable pricing, ^'^^^^.^ds of co»»and and i^J ? 
Se'So^^r'hln.verSiJ without , . 

present system 




presenv wj-- i r.ir "'1^ 

Xr^y-With a telephone call, -n chang^^^^ 

Dallas and it >^*PP««»- In Panama, they ba^ a^^e^^ ' 

systli. *<»J^»^^S/t:^•e? ^^^'goTii! priorities Ican,.^ 

items that vere hard to get '^i^ ^^^j^ope bureaucracy 



.Mm. 



l^ems vii»* v-.«* wouia nope uui cqm-w*. ~ w '^t>j^WB 

changed ^ith a telephone^aU "r^i^f"^;e.^rW^ 
become such that i^ ^hey vould not i«ant It. : ^^^:^^^mk 

turn it over to a Walmart Y^. AAFBS Advisory Board fts^v 
SSiart's Board of ^^•"^^^^^^JT^S^^ 

If vs change that syste* i« ■X9»* ^ ^ *f 

people* ; ■ - -yT''^ 

« A lAtter that said n«#4 ^ 91 |; 

«»• secretary or ^.^/iS^/xit^P-opl. hayr.^ V^m^ 



rt^ secretary of ^^'igf /iSTSTp^SJu'S^i ^T^^^^lii 

the aysteB. x. 

^ — out. but no on* t*U» f^* *«> 

Air F<>rc*~»««>«»J^* SZieiS Arw and Air forca I* 9oin9?'93f*«r t 

benefits. The ••''•^•'tSiSMto^ing • ^;^t^w.. 
we cannot take «ra of t .at tr — — 



ST^ii^ tS: ios..s.^«y.,,^s 




Savy--v;e have poor and rich stores. The rich stores support the 
poor . 

XriDy--We need to be concerned about base closures. We do not Jcnov 
what the cost vill be to draw dovn. No one )cnov9 hov much. Ve 
need to find out what is going on. We need fira decisions on vhat 
ve are going to have. We do not know. No one can tell oe hov »uch 
its going to cost to clean up an AAFES operation In Europe and who 
is going to clean it up. 

Navy — The vord is out that ve don't )cnov vho the eneay is. Who is 
trying to screv the sailors. Is it AAFES trying to cover their 
loss of narket in Europe? Is it DOD, are ve losing another B-2? 
Or is soneone on the Hill trying to build a big net^t egg? 

Marine Corps- -Are ve being told this is happening? Appears they 
have Bade up their sind. 

Air Force — If you look at every one of the past consolidation 
concepts, all have been conpleted, except logistics. 

Army — There is something about a PX that you believe you have some 
ownership. Why are ve trying to take ovnership away? 

Kavy — In discussion vith a person vho sits on the NAVRESSO 
Advisory Board and attended a ailitary exchange consolidation task 
force focus group meeting , learned that the Head, Col Loughlin, 
told the participants that "status quo vould not be acceptable." 

Air Force— Being taken over by AAFES is not the issue. Army and 
Air Force said the consolidation is going to take place - need 
inplesentation plan.^ 

j^T^y Why spend money on a study if the decision has been made? 

We are under the assumption it vill happen. Why conduct a $1011 
study? 

Air Pprca— Leath said lapleMiit. 

Ifiivy— Leath said look at feasibility— do not IspleBont at this 

tiM. 

j^rsy— Ws need to go slmr i^nnot bs don* fey 1993. 

pvchenoe Qperatione Questions 

llAvy — The general feeling vith the sailor is Navy exchange not 
focused to needs of junior enlisted, the target is sore for senior 
people. Is probably a fact. Hovever, Admiral Weatherson has taken 
that on board to change. It used to be that the only person being 
heard was the Admirals' wives, enlisted not on board. We have 



reversed that. Enlisted new serve on the Advisory Board. 

We have a done poor job on explaining vhat ve do with the money. 
Some don't know what the money goes for. 

Navy doing an outstanding Job. suited to area needs. Need local 
procurement. 

ArBy--Soce of vhat the Navy says Is true. If you have a syste. 
available for people to express their concerns they will express 

Few people complain about Sears— they Just don't shop 
theri. At AA7ES they can co»plaln. They have a policy If .ore 
^« four people ere in a line, they will open another cash 
register. Although It »ay not happ«» everywhere, it happens when 
Z*B in the store. 

would not be Bany people to shop in AAFBS if they did not 
«ve Boney! Believes yoi cln save between SO-25% at AAFBS. Have 
«^alSSCe sales. They have developed their own AAFBS brands «»at 
htva thlJ s«i Ingredient, as the nL.e brand ite. but at half tba 
cost* 

**A discussion ensued regarding savings at competitive exchanges. 

***The moderator interrupted the discussion to ask, "Do you think 
servlcemembers 90 back and forth between stores? - 

;^y..yes. Prices about the saae at exchanges. 

Maw— Discussed a recent survey done on San Oie^o area exchanges 
and pricing, the survey found comparable pricing. Sometimes va 
don't provide the prCkJuct they vant so that Is ona reason to shop 
SrSund. AS far as cleanliness Is concerned, believed all stores 
verrclean, however^ may be in need of maintenance. Service 
depended ok the store. However, HAVRESSO has Instituted a 
training program to Improve customer relations. 

Marine Corps— The Marine Corps does a good Job with pricing. 
B^lUves^^fever, that AAFBS have items that they intentionally 
price dowl* 

mm sArvicA is concemed* if a jr enlisted person has a 
pSoblL SiS^reiShSSS!^ tali hi. SgtMaAth hU to the 
SxShange and it vill be fairly revived. ^ 

Air Force— Believes the savings have to be there or no one would 
be shopping%t the store. AAFBS is one of the largest retailers 
in the world. Quality of products have Increased. 

The Air Force representative asked the Mavy and Marine reps if 
they had the understanding that the local eanager does not have 



the flexibility to change stock. 

«arine Corps--The perception is the local commander does not ovn 
the stores. 

xr^v 4 Air Force--That Is a sisconception; the comnander has 
complete control of the store. 

Marine Corps-AsXed if the exchange fell under the li^edlate 
qMidance of the Ar»y and Air Force. 
Amy t *ir Force— Ho, it is separate. 

T, ua>-<na Corps systea, we have a centrali»e4 
Sfa^^a^Srir^iSKr^: SUl f.li. unaer that Vhi^ f.U. 
under CMC. 

i-h^ft to happen doesn't Jcnow that first you 

^ o4.*«-«« when YOU shop, you don»t pay taxes. That Is 

Army— in the states wn^^fit Another perception is that someone 
perceived as a real^enefit.^^^^^^ it- they want to do it, 
wants to taxe away trvina to do. Hhat are ths 

'^•'H ""UllnV «°^ou are Sl^n^to^mSfn^ f o? a benefit, no one 
"''^i^l'^i^ n ve dllng it? (Went on to discuss - recent 

purchase oi t^^s^Sarvere priced significantly lower than 
outside retailers. 

Relationship of ExchaSige with Customer 
and to »aXs reconnendationse 

taX«n ear« of* * 

..X discussion j^,-r'bS'S^;irsiit?siss:*p^c^?a5J, 

Proara»s. ^^l^P*^}^i'^!?S»aM but «qreed that each systsa vas 
apples) 

Profit Distritetioo 



.vo n.rticipants v.re asVed if they vere satisfied with the 
fq^ity of'the'sj'sr^, the follc-in, was recorded: 

. . Satisfied but they ar« sioplifying it. It i. flexible, could 
*wr'lOO» t"the single fund It desired. 

Navy--Satisf ied. 

. .V. r^.ct the Army spent money on "I love ne" things that 
ray';;tVav: Tade'go^ ^ine^s sense.' But they are taxing a 
different look at It now. 

When asked whether profit dl.trlbutlon encourage Ine.ntlv., th« 
fellewlnq wa» recordedi 

Havy--Believed their exchange, ver. hlgMy ^.tlvated. 
savings v» Service (which la .ore l^rtant) 
Havy— A balance. 

balance* 

Xr„y-„ad the 'on'-^^l.^^f^rsiein^? "S^U'lflhe'Sff^ct on 
consolidate can we Shat'ls affect on HWR? What are 

i'^UiUn "LriS*?- ^^^^ consolidation will affect 

capital outlays and KKR revenues. 
What about cuato»M«t Savings vs KWR Progra. 
Marine Corps—Savings. 

Air Force-They ««t savings, don't lc»o« i*.t is punped into KHR. 
Havy-Custcers doo't understand. It yoo explain th«» th«y Hint 
^ to ta)ce care eC MR. 

*^ DO »oa think exdianges sbooltf ooBMtlidatet 

v.. itakanine the inprobable, vill there be an 
*'™*~***r*'^.Sll.^^l« 55^~iSolldate? Will ie aenerate • larger 
increase in She nore we consolidate the nore 

profit tbi^Jo?^^ difficult for tho syste. 

people ''it5L**'?il,!r2!L to be looked at. What is the nake up of 
to work. The issues *ti -nilited on It. Comissarles are 
the Board •£ "!*5eiSU!d to^e Ped«al Covernnent. 

Jii'Srhiw^S. SSoSrU Si'Sneice-en. The reder.l Covernnent 



buiia - exchange - «• T.- ..^i '^rence. J.e 

^'?rth« dnislon'il ^:de!^tLre has to l>e sUne to .it 
down t^d decid. it if. feasibl.. 

- rv^ „«f anree with consolidation. He underwent a 
Marine C°'"P*'"'>** ?n i988 We are lust not seeing the 

complete reorganUation in 1988. ^^^^l^^^e^ will see 

benefits in profit and Banageaent. 4 ^urt and see 

the sa;e Pf Pj^,P^f^^f„„ into U Vare confident with our 
lrardVSuScto«! 'Uu.v« It should not b, cc-.ln.d. 

Air rorce-^erythln, ve see^conf ir.. co^,«Ua^^^^^ 

in that e"»i„;'^*^^i?.^J„!ultl L-b^rfpresln .ust b« on 

Believe the four J^^ifL^J^^trreMln vith local coB-ander. What 

the board. .^**^„"^*J"e "hat .eets botto.lln*. have savings for 
is the correct P^^^^D^^^e thatiee . balanc* 

rpf^rrc:n,SudHi:n''uW ^-"^ 
Alt rwci tlgnsd • 

However. 1» th. Participant, opinion, doe, not -•^/-^l-.^'il^^ 
nerged backrooms. I' ^'^^ ""^fae Sot have to change the front 
S???S""vi"'3i nl?van? SSriuJiSill?; to -eet local needs to go 
away. 

-Ti;^'n«%"iUon: Tdl ^win^ai^ra^iSe^eleJ^^^^^ 
Inf in bSslnesrvoull do very v.U if they did this. 

"^tLls %rre»"o3t! •S^raborthi%S?ojt'erSr^^^ Xos.. 

thm facts. 

B..d to «0c. wr. « tow 
cautiously. 

Hiivy-SMm liXs sose^ struck a deal. = 



exchange as veil as t^e soldier. 

Marine Corps--Could not accept less distribution than what the 
Marine Corps is pulling now. 

NavY--Wants a guarantee that the Vavy will get vhat they are 
leading now. Would liXe the burden of guarantee put bacX on the 
people who want this to happen. 

This is the worst timing in the world. Would li3te the junior 
enlisted personnel thought nore of. 

Army— Believes the retiree perceives the exchange as a benefit. 
Would not vant to do anything to curtail their benefits. 

Air Force— The exchange is definitely a benefit in everyone** 
view. The exchange savings are even factored into pay. 

Anfty--This action could hurt retention. People identify with 
their own exchange. 
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EXECUTIVE SCMXARY 



The Departsent of Defense review of military exchanges is a 
baseline assessment of the four services' exchange systems. A 
focus group of installation commanders in the Washington, D.C. 
metropolitan area was held to capture commanders' opinions, 
attitudes, and beliefs about their respective exchange system. 

Key findings of the focus group are: 

The overall group consensus for consolidation was not 
favorable. In a vote of the 10 commanders, seven were against 
the proposed consolidation, one was in favor, one deferred 
decisionT and one did not vote. All commanders viewed each of 
the servlceTmissions as too different to be effectively 
supported by one agency, 

• All commanders believe that exchange satisfies their 
command's mission needs. They defined the exchange Blssion as 
providing quality goods and services at discount prices. 
Additionally, the commanders believe the exchange operates as i 
service to the community and is focused on the needs of the 



patrons 



• The relationship between the commanders and the exchange 
differs significantly between the Navy and Marine Corps 
commanders and the Army and Air Force commanders. The Navy and 
Marine Corps commanders have direct operational control over the 
exchange. The Army and Air Force commanders do not have 
operational control, but perceive the «ff>^*"9e manager as an 
integral part of the. command and community. All participants 
believe that the current command and exchange communication 
channels are adequate. 

• All commanders understand how the profit is distributed 
svstems for their service and the MWR activities. Overall, they 
we?e generally satisfied, with the exception of the Air Fore, 
commaiders. Air Force commanders were dissatisfied ths 
c^ent profit distribution policy of their service. Both Army 
SS^Air Force commanders stated they desire a greater bottomline 
return to the local level activities, the Mavy and Marine Corps 
cImSanders have the direct support for MWR based on how well 
their exchange performed. The Army commanders receive direct 
SvideS payienS from their exchange system fro phones, Class 
VX stores, and aauseaent machines* 

• Exchange operations, service to the different populations, 
and pricing werVall satisfactory to the majority of commanders. 
A Maw coSSander stated that the exchange -tries to do the most 
good for the most people and can't maXe everyone happy.- 
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.«,»-*nder9 believe that savings at the exchange and a 
, All <=°'>.-*"°^j., ,! healthy on-base MVW program is not 
viable and f in^^^^'^^i Mar ine Corps cci^xander stated that ' 
mutually * ?he btggest dollar is a balancing act. - 

"service Y^rsus oaXing the oxgg services may be 

Most pa'-ti'=iP*"*^^'|"r the exchanges to put into HVfR funding.. 
rv1^irirthrerchan5erare%!aled In . teSoous position between 

support and profit. 

. While Bost.con^anders did believe ^-ings couid^be^re.U.ed 
with consolidation through ^he reduce^^dup^ centraliration ■ 

r'bi":ns«^ '*?i;i"loSS:nl;« :9re.U that -W^ger I. not al-aj^s ■ 



to be answer, 
better." 



BACKGROUND and PURPOSE 



The Department of Defense review of military exchanges is a 
baseline assessiDent of the four services' exchange systems. The 
Armed Forces Military Exchange Consolidation Task Force has been 
tasked vith the objective of identifying increased efficiencies. 
These efficiencies aay include reducing overhead costs and 
increasing savings to patrons without degradation to customer 
service. The Task Force reviews all functional areas of the 
exchanges. The end result of this study could suggest 
consolidation of all or some of the functional areas, 

A focus group of installation coaunanders in the Washington, D.C. 
netropolitan area was held to capture commander's opinions, 
attitudes, and beliefs about their respective exchange system. 
Specific questions areas were: 

• What is the relationship between commanders and their 
exchange? 

• What are the command perceptions regarding the profit 
distribution system? 

• How well does the commander believe his exchange serves the 
base population? 

• Is the commander satisfied with current exchange 
operations? 

e What are the commander's opinions on a consolidated 
exchange system? 
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HETHODS and PROCEDORES 



The follow 

the focus . 
development, sampl 



\na section outlines the methods and .procedures for 
g?Lp research, to include the Moderator Guide 
I llmole selection, and group composition. 



The Moderator Guide 

Moderator Guide -as . co^ined |^Jo^t «prese„tativ«^^ 
J^t^Air FoJir^changflystS l?S^m. the Havy Supply 

Ms. Tamra Avrit 

Head, Marketing Support B^*^^'^^ 
KWRSPTACT, Headquarters, U.S. Marine Corps 

Mr. Jim Winters 

Chief, Operations Division 

Ariy Air Force Exchange System 

Strector^ re^afe^anrs^r^Jfces Support Progra-s Assistance Staff 
Naval Supply systen* Coaaand 

The -initial oblective; v^^.f^^^Ji^PtvelL^nt'^Bastron'Shese 
served as a 'travman^or^question developmen^ 

objectives, the HWRSPTaci ^onuuv, _-_vie««, and food and 
branch managers froB the ^^^^^^"ridentify Siestion areas. A 
hospitality division* to further identify ques ^^^^ 
draft.guide was developed and |^^^-"tly^s ^^^^^ ^^^^^^ ^^^^ 

tre":^:ncirs,'^e'^^ide':ar.pproved by the TasK Force. 
A copy of tha aodatator gulda !• l» Appandix A. 

sampl* Selection Procadur* . 
.u. to the tia. constraint, for 

tha aaapla was JSre selected fro« tha aa«a 

^'""'"^KlcafSer ttey'troighrS?sJ^?lve. with the. fro. other 
tUUiSS^SSa'thaW- -rved. 
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CoiTjr.ands represented were: 

• Amy 

Fort Belvoir 
Fort Meade 

Military District of Washington 

• Navy 

Naval District Washington 
Naval Sea Systems Command 

• Air Fore© 

Boiling Air Force Bas* 
Andrews Air Force Base 

• Marine Corps 

Henderson Hall j ^ ^.i 

Marine Corps Combat Development Command, Quantlco 

Group Composition 

There were 10 participants in the focus group. Specific 
demographic characteristics of the group were: 

• All participants were grade 06. 

• Participants had an average of 25 years of active duty 
serviced 5he range in years of active duty service was from 22 
to 28 years. 

. 80 percent of the group have had other installation command 
positions, other than, their current assignment, which required 
exchange involvement and interface. 

• 100 percent of the group was male. 

• The average age was 48 « with the age range between 43 and 50 
years* 

• 90 percent of the group was married. 

• Participants had an average of two children, with the age 
range between 10 and 26 years. 

Group Location and Tise 

The group was held from 1100 to 1315 at the Fort My er Officers" 
Club^n Arlington, Virginia on Wednesday. "^J^^J.^^^^- ^^^^ 
vas served to the participants during the discussion. 
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Facility Description 



The group was held in the Deavers Room of the Fort Hyer Officers- 
Club The table was arranged in a horseshoe shape allowing 
oarticipants to see each other during the discussion. An easel 
was placed in the center of the horseshoe and was used to capture 
key phrases and definitions for a number of q;aestions. 



Taping 

The entire session vas taped, in addition to transcripted by a 
shorthand recorder. The tape recorder vas also placed in the 
center of the horseshoe. A copy of the notes are in Appendix B 
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THE FINDINGS 



The session was moderated by Ms. Avrit (KWRSPTACT) and observed 
by commander Kaloupek (NAVSUP) and Mr. winters (AAFES) . Two 
representatives fron the MWRSPTACT assisted in the session: Ms. 
Kerry Lewis was the shorthand recorder and Ms. Beth Burris 
summarized Xey points for the group on the easel. 



Predispositions 

All group participants were cordial and several knew each other 
through their command positions. 

It was apparent that all ot the Marine Corps and one of the Navy 
participants had been thoroughly briefed by their staff on the 
exchange consolidation study and their services position, 
several of the participants had briefing and point papers with 
them which discussed profit distribution and .arket basket price 
savings between the exchange systems. Their preparation for the . 
session indicated their interest in the topic. While 
contributing positively to the group discussion, their individual 
opinions as commanders may have been influenced to represent 
their service's position. 

Mr Bob Cook (General Manager, Washington Area Exchange) and Mr. 
S^irle Qiigley (Chief, Washington Office), both fro. AAFES, also 
attended. 

Susmary of Findings . 

This section will list each question from the Moderator Guide and 
provide a synopsis^^of the focus group discussion. The guide had 
four question sections: framework, command, policy, and future. 

Praaevork 

• What do you think is the mission of the exchange? Do yoa 
^rceive any differences in mission betveea the services? 

The exchange mission is to provide quality goods and jeryices at 
discount prices. The exchange operates as a service ™ ^ ^ 
co^SSity^nd is focused on the needs of patrons. Most ijjportant 
to the commander was that the exchange should serve the unique 
requirements of the command and of the service. The exchange is 
viSIed by commanders as the -umbrella of quality of life 
proqrams." 
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Does the exchange satisfy Use Mission needs? 



All coiru'rianders believed the exchange satisfies their nission 
reeds The Navy and Marine Corps representatives addressed 
their ability to control exchange operations because of their 
direct control. A Navy commander stated that "the installation 
comiDander is now tailoring services to meet the needs of the ^ 
lo^rcoLunity." An Army commander stated that he was^ "pleased 
that the exchange willingly supports and is a positive influence; 
on the community." 



m How would YOU describe your relationship with your bas« 
Lchaiwe? JB thera a relationfihlp? If there is, what kljd of 
Slationshlp do you have? If yoa do not have a relationship, 
should yoa have ooe? 

Each commander presented his perspective on the ffla^ion^hip I- 
between comnand and the exchange. The Army and Air Force 
^Slanders had a significantly different relationship with their 
exchange than the Navy and Marine Corps commanders, 

one Air Force commander stated that he had "a difficult time 
differentiating whether the exchange manager works for «e or 
not! however, (he) takes instruction from me and is an integral^ 
part of command.- Both Army and Air Force, commanders perceive 
the exchange manager working for the installation commander, bu.t, 
also working for AAFES. Although they have no direct operational 
lontrol ove? the exchange, they believe AAFES would take 
corrective action if a problem occurred. All of these . 
commanders believe the exchange manager to be an integral part of 
the command- and the community. 

An Air Force commander did express the concern that the exchange 
manager is placed iji a precarious position serving two ^^^ters - 
the commander and AAFES. While he did receive the level of 
support he desired, his comment was that -the master that 
coStrols the perfoimance ratings gets higher allegiance than the 
Sast^r whrSc^sn't.- An Ar«y commander stated that he was happy 
with the AAFES system for two reasons: first, he received money 
?;?c«italitation of other KWR activities through the AAFES 
prograS; and second, he was willing to give up some local control 
for professional retail management. 

The relationship between Navy and Marine Corps commanders and 
their exchange Is direct. Both the Kavy and Marine Corps 
participants expressed satisfaction with their decentralized 
Itructule and their ability to control exchange operations to 
meet mission reguirementa. 

The Havy commander sets policy and profit fo*l»^'fJ exchange, 
in addition to writing the performance review of the exchange 



manager. One Navy conur^ander discussed his relationship with his 
exchange officer and stated that he had an "excellent 
relationship with the exchange officer. If we have a 
disagreement, he can stand at attention until he comes to an 
agreement ... (I) believe it is a benefit for ne to write the 
fitness report because Headquarters does not always respond fast 
enough I have the resources to provide immediate support." 

The Marine Corps participants explained that they have totally 
consolidated all morale, welfare and recreation (MWR) activities, 
including the exchange. The commander writes the MWR director's 
performance review, who, in turn, writes the exchange managers. 



Comaand Questions 

• Please explain the chain of cosaand at your installation 
regarding the exchange operation. Bow do you feel about this? 

All commanders viewed the exchange manager as an integral part of 
the command regarding MWR support and community activities. The 
Navy and Marine Corps commanders have direct control over the 
exchange operation, while the Amy and Air Force commanders have 
some control. 

• What kind of requests does the exchange aaXtt regarding 
administrative or logistical support from your comsand? What do 
you think about these requests? Do you think these requests are 
reasonable or unreasonable? Is exchange maj^ageaent generally 
both receptive and responsive to command recommendations for 
improving exchange operations? 

For all services, the exchange makes similar requests for 
installation services as other tenant activities. There was 
significant discussion regarding the funding of exchange facility 
repairs. For all connanders, the funding for the exchange 
repairs is in competition with other maintenance requirements. 
The Havy and Marine Corps representatives prioritize work 
requests for the exchange along with all others aboard the 
installation. The Army and Air Force commanders, similarly, have 
to prioritize maintenance and funding. Several of these 
commanders discussed the lack of funds for appropriated fund 
maintenance and felt AAFES should have funding available to 
repair facilities. 
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HOW do you interface with excbar^ge management regarding 
opening aj«a closing of facilities? Hours and days of operation? 
S^ch^^dise and services offered for resale? Facility access? 
Dress codes? 

For the Navy and Marine Corps commanders, the- exchange control is 
direct These comicanders control the facility operation to meet 
command and local marXet needs. 

For the Army and Air Force commanders, the control is not direct, 
with AAFES reacting to command requests. For example, one Air 
?orce^oMander wanted the exchange closed on Thanksgiving along 
with other base facilities. The AAFES policy, however, was to 
Remain open. He stated that this dilemma put the exchange 
«aSaaer in the middle of the commander - AAFES dispute. The end 
JeSuirwaS that the exchange did not open on Thanksaiving, as per 
l^l com^tnd direction, and^'the manager had to explain to AAPES 
iinageS^nt about the loss of profits. Conversely, an Army 
coS^Inder provided an example of an AAFES 
selling alcohol to minors. AAFES reacted positively to the 
comaander and improved the carding procedures. 

• Are comaand and exchange communication channels adequate? 

All commanders agreed that the current command and exchange 
communication channels are adequate. 

• Do you know how your service distributes exchange profits 
to you? 

All commahders were aware of how their service distributes 
eichanSS profits. There is a significant difference between the 
four services' profit distribution methods. 

m can you explain how your local morale, welfare ^ 
recreaUonii^ progra. Im supported hf ^^^'^tiP^/J^ 
S^^e amount of iSney received from your base exchange for 
^ MR program? If not, should you toow? If yes, what is the 
asount? 

All commanders could explain how the local KWR progras is 
supported by the exchange. 

The Navy and Marine Corps commanders have ^^^V^^TLrlSrcor^r 
Mm based on how well their exchange performed. A Marine Corps 
^a^der stated, -we decided, therefore we 5^ow.- All 
commanders reviewed monthly balance sheets and profit and loss 
statements on their exchange. 
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-„,».r,rf»rs receive a prescribed dollar amount per nan 
The Army tl sipport their Km programs. The Air 

of e^^"'^"!^P[°^'^.'e particularly disenchanted with their Air . 
rorce ^°^'^"^^",;%?ofit distribution policy. Both Ar»y and Air 
Force Headquarters proii percentage ot the bottomline 

Force '=o'^""'"%Y^""oHo|arilvel activitiel. These comnanders 
profits contributing j^^. „^ ^^33 statement 

did not see either »^alance sheet ^^^^^^ ^^^^ 

on their ^''^^"'••/ive exchange operation, they believed, 
greater °^^^t*^SteS to Xnow th. tina^cial perfon.anc. of 

tSrireicha^e btcaus. it did not affect their profit 
distribution. 

♦v^ rrrouo discussod the relationship between 
subsequently, the group aiscuB representatives, 

tSSuU.! 'SJ 'hSt^tS »n.,.~«t prohmt«l Incntiv. 



to do better. 



systeB? ' 

A* Air Force cooaanders, the participants 
liT. SneraUrsttlt'fiS'v^^ equity of their profit 
distribution systems. 

w.^ ««« ««-ecive that the profit distribution systea i^ovidea 
, DO PJ'^iTLrievil to Ij^rove exaiango service and 
^ftSit^Syf S^nSTibitli doe- provldo for local 

laproveBent? 

Xn Air Force co«»and.r .^^f iJ^t^ sSe'sSr. in 

incentiv. the l^J^-^.^IJje" ^"ssed their ..tisfaction 

5!?jnS;ir^cSr?inr^^;«^th«^^ 



billets." 
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all 



How well do you think your ejcchange serves junior enlisted? 
Senior Unlisted? Officers? Family .embers? Retirees? Others? 
(Reservists, Units, KWR activities) 

The Marine Corps commanders believed that their exchange has good 
raoj^rt with all ranXs and other coBBunity sembers. ^ ^ 

Add?tionally, they stated that -th* local cowander has the best 
feel for the needs of the comaunity.* 

The Navy commanders believed that their «^xchange operations hava 
iSprov^ significantly in the past two y«*^« ^^^.^1, 
the "stovepipe." Furthermore, a Kavy commander stated the 
exchange -tries to do the most good for the most people and can't 
make everyone happy." 

The Army and Air Force commanders echoed the Havy commander's 
o?!i-^nt reaarding the exchange serving a wide and diverse 
;oSution!^Sve^ they werS pleased with their exchange 
operations. 



!^~?^«^tisfactorY? *ie the facllitie. clean «nd attractive? 



Bn« »rm the exchange prices? Is there a savings to th« 

custoser i 
service » 
Is exchan, 
oriented? 

There wat significant group discussion on exchange pricing. All 
^^nders agreed that exchanges "walk a fine line between 
euSSSrt aSd prifit." AddltloiaXly, they believed there is • 
orobl« Sith custcner perceptions regarding the exchange as a 

Thrgroup did agree that -perhaps ve (coMand/service) 
Strt de;andlS Such frS our exchanges f put into our MWR.- 

rrltiip.^?"IS rii^^SfcSToSSd'el reJ!tS"tS^'.^5o^?:y Of 
IrHiS "SpialS?. «ro» the higher. rath«r tlun the low« grades, 
to AriS coMander stated that be perceived that each tine the 

received a pay raise, AAPES raised the prices. He 
rtniv^ StSy co«pla?St. fro.' the co^aunity and believed AAFBS 
-K«ni^ inveatlaate this practice. A Marine Corpe cosMnder 
Ittt^ tSII he SitieSes he ha. -an ethical obligation to the 
troo^ and is always doing local sarket surveys to adjust 
pricing.* 
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Does your conaaj^d have customer advisory meetings? If not, 
!hould^ou have tbese .eetij>gs? If yes, how frequently are these 
Meetings scheduled? Are the reco^eixJations of these .eetii^s 
acted upon? 

All commanders stated they have regularly scheduled customer 
advisory meetings. 

DO vou receive support from the Headquarters, or regional, 
level^f yovi^change'^^ste.? Do you feel you have access to 

this level? 

AH conunanders stated thay receive support 

or regional, level of their exchange syste«. Additionally, they 
all felt they have access to this level. 

Policy Questions 

Which is »ore ijnportant vben serving the military aember: 
Lvii^^ the^chSie (for the individual customer); or , a 
vilwl al5 financiail? bialtby on-base 1«R progra. (i.e. child 
care, base gy»f etc.)? 

that -8e"i" ".rsSS aaJcing the bigge.t dollar !• a balancing 



act. 



What do you thihk your customers are most interested iii from 
tne e^^hL42/ Savings at the exchange; or, funds for a viable 
KHR progra»7 

All colanders stated that they do not ^"^^""^E? 
unders?Snd the relationship ^tweentheexch«^e and^^ 
»r«y coBBianders agreed that eu«toi»r» ■©•« 

a tangibl. bewflt, suCh Mvlng* at th. .xchang.. 

. IB your excBange conrtmctlon Pl'^^^JS^^^Si^.^'''^ 

Do you feel the »ount Investea in ewaiaage 
5tSli^^«wtr»ctlon i. adequaf end epproprlate ? 

All comanders believ«i that the exchang. construction progra. 
was soMWhat respon.lv. to coMMnd n<pxit*m»nf. 
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Future Questions 



Based on your experience vitH your e^chai^ge system aj>d vbat 
• u s.!r/?odav do YOU think the exch^e systems should be 
^on^oUdat^ if y^4, Sb^rv^ld be the prUary benefit, and 
vhafshou^f the coLoUdated .anagement structure and operation 
V^l liXe? If you think the systems should not consolidate, why? 
^you>rceive^any overriding disadvantage,? 

r. ^^1T^TnAnder oresented his perspective on the possible 
Each ^^^^"^^^J^f^e exchange systems. The overall group 
consolidation ^^^r^^®.|^5i*"^vas not favorable- In a vote of the 
consensus for ains^the p^ consolidation, one 

iL'^fSv^r 'onHSfS^^^^ ^ i^,<>12 not vote. Most 

i^«™«iIUers did believe savings could be realized with 
co^ouStion though the reduced duplication of personnel and 
increased buying power. 

« UAi-lna Corps commanders addressed the severe 

Itnanclll ISor^aU to Seir MWR progra>B if consolidation vere 
financial ^JJ?"^^"** "^..^^t feelina a»onq these participants was 

Sari^ cor^s cSLtnder defined the difference between 

tCthiTt^t'^i^iu'chrhrbi^iPeJ'^^^^ responsibility es . 
commander to his troops would be comproaisede 

An Army commander stated that he could not f^^^f^^^^^^^^ii^J^^^" 
o? all the services due to the differences in mission. Another 

to MV« BOMy throughout. 

uhii. on. »lr rorce coimander believed »oBe consolidation could 
While one S°T^zL.,t, ■treoidation with vhat My happm 

produce savins*. $?,$*S-!i'wper»Spp!y organization, hive bUn 
5 Hl??ear wae^t ^Is wo3d develop .l>ilar to 
4S:"Selii2;nt liUll^ M:i".tr.tio«. D.f.n»e lx»gi.tic. Agency, 
and others* 
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• As a comandex, what type of relationship should you have 
with your exchange if consolidation occurs? 

This question was not discussed at length due to time 
limitations. 

• How should the profits be distributed to morale, welfare 
ajKi recreation (MWR)? How »ucli? 

All commanders agreed that profit distribution to KWR had no 
relation to the consolidation. The commanders viewed this issue 
as an individual service headquarters decision. An Aray 
connander did state that "a bigger piece of the action needs to 
go directly back to the Installation." 



IS 



INSTALL AT I ON COMMANDERS 
3f OCXJS GROT-TP 



AjTsed Forces 
Military Eatchaj>gG Consolidation 
TasX Forc«: 
Jones ConlssloD II 

Verify participants are in the proper group. Distribute nase 
tags /cards for first name only. 

"Hello. Ky name is Tamra Avrit and I*a the noderator 
today. We will be here for lunch, about two hours. The purpose 
of today's neeting is to talk about an aspect of your silitary 
benefits.* 

g<>]f-D!flel08ure 

"I an aarketing specialist with the Marine Corps, 
however, for the purpose of this session today, I aa with the 
Departaent of Defense. Please fesl free to aaks any positiva or 
negativs conaants about anything that coaas up in our discussion 
this aorning. My job is not on the line today — and I don*t 
hava anything to sell. Say whatavar you like about our topic as 
long aa It's true for you. Today, our topic is ailitary 
axchanges . 

Lieutenant General Donald Jones, the Deputy Assistant 
Secretary for Military Manpower and Personnel Policy, is chairing 



a task force which is conducting a baseline assesscent of 
Bilitary exchanges. This tasX force vas directed by the Chalr*^ 



of the Morale, Welfare and Recreation Panel of the House AiTBei - 
Services Comaittee, Congressaan Harvin Leath. You were invited 
to this session to give your opinions, as an Installation ' 7 

cofflinander, on your exchange and exchange systea. Your input ;it 
inportant to this assessaent* 

We have representatives froa the Amy/Air Fore*; ' 
Exchange Systea (AAFES) , Marine Corps Exchange (MCX) , and tha 
Kavy Resale and Service Support Office (HAVRESSO) her,e to hear 
what you have say. 



(ground Rules 



for our aeeting. 




■Before ve begin, however, ve need some ground ruler 



Please talX one at a tiae and in a voice as loud as 
aine. This session is being both taped and recorded by ouTv 
shorthand secretary — only to assist in our riaport vritin^i ^l 
Everything you say is confiidential* 



I need to hear what everyone has to say, i>ut.y!CMi !^ 



not need to answer every question* You do not need to address ^^^^ ^^^ 
all your coanents to aa to get thea on the table for discussion.^^^^^^^^^ 



You can respond directly to soiaething else that is said, but 
avoid conversations with your neighbor. Say it so we all can 
hear. 

He will observe the no smoking rule during this 

session. 

There are no right or wrong answers In what we are 
talking about today. I need your different points of view 
expressed in our session. Bave the courage of convictions ^ even 
if you are the only one in the group that feels that way. There 

nay be other comnanders liXe you outside of this rooa. 

Most importantly, each coamander here is as isportant 
as the other in this DoD study. Sinilarly, each exchange systea 
is as important as the other. 

Finally, ranX is to be left at the door." 
fialf-Tntrt^uetlona 



"Please introduce yourself to the group and tell your 
first name, your Installation, and how long you have been there. 



f r^aevorX Questions 



• To begin, what do you think is the aission of the exchange? 
Do you perceive any differences in mission between the service*? 

• Does the exchange satisfy the sission needs? 

• Bow vould you describe your relationship vith your base 
exchange? Is there a relationship? If there is, what kind of 
relationship do you have? If you do not have a relationship, 
should you hav« one? I vould liXa to 90 around the table and 
have each connander briefly address their relationship. 



^^mnand Q uestions 

• . Please explain the chain of comaand at your installation 
regarding the exchange operation. How do you feel about this? 

• What kind of requests does the exchange sake regarding 
adnlnlstrativa or logistical support from your coaaand? Vhat do 
you think about thes« revests? Do you think these requests are 
reasonable or unreasonable? Is exchange aanageaent generally 
both receptive and responsive to conaand recouendations for 
iaproving exchange operations? 



• Hcv do you interface vith exchange Banageaent regarding 
opening and closing of facilities? Hours and days of operation? 
Merchandise and services offered for resale? Facility access? 
Dress codes? 

• Ar« coBsand and exchange coanunication channels adequate? 

• Do you Xnov hov your service distributes exchange profits 
to you? 

• Can you explain hov your local Borale, welfare and 
recreation (KWR) prograa is supported by the exchange? Do you 
know the amount of money received from your base exchange for 
your MWR program? If not, should you know? If yes, what is the 
amount? 

jr 

e Recognizing the competing needs for exchange profit dollars, 
are you satisfied vith the equity of the profit distribution 
system? 

e Do you perceive that the profit distribution systea provides 
incentive at the local level to improve exchange service and 
efficiency? If not, what do you thiidc does provide for local 
improvement? 



• How veil do you thlnX your exchange serve* junior enlisted? 
Senior enlisted? Officers? Faaily nembers? Retirees? Othert? 
(Reservists, Units, MWR activities) 

• How are the exchange prices? Is there a savings to the 
custoner? Is nerchandise selection and availability adequate to • 
custoaer needs? Is the quality of merchandise and customer 
service satisfactory? Are the facilities clean and attractive? 
Is exchange nanagenent and employee attitudes customer service 
oriented? 

e Does your command have customer advisory meetings? If not, 

should you have these meetings/ If yes, how frequently are these 
meetings scheduled? Are the recomaendations of these meetings 
acted upon? 

e Do you receive' support from the Headquarters, or regional, 
level of your exchange system? Do you feel you have access to 
this level? 



P9l icy Questions 



• Which is more important when serving the ailitary laember: 

Savings at the exchange (for the individual custoiaer) 

OR 

A viable and financially healthy on-base morale, 
welfare and recreation (HHR) program (i.e. child care, base gyB, 
etc.) 

• What do you thinX your custoaers are aost interested in froa 
the exchange? 

Savings at the exchange 

OR 

- . Funds for a viable morale, welfare and recreation (MWR) 
program . 

• Is your exchart^e construction program responsive to conunand 
requirements? you feel the amount invested in exchange 
facility construction is adequate and appropriate? 



fytura Q uestions 



"The future structure of our exchange systems may be 
dramatically different from what ve have been discussing so far 
this afternoon. One of the alternatives the DoD Task Force is 
reviewing is the consolidation of all of the exchange systeas 
into one system - siailar to the recently announced 
consolidation of the four services' coiaissary »y»tema. 

• Based on your experience with your exchange eystea and what 
you have heard today, do you think the exchange systems should be 
consolidated? If yes, what would be the prlnary benefits and 
what should the consolidated management structure and operation 

look like? If you thinX the systems should not consolidate, why? 

DO you perceive any overriding disadvantages? I would like to go 

around the table and have each commander briefly give his 

perspective. ' 

• AS a commander, whet type of relationship should you have 
with your exchange if consolidation occurs? 

• How should the profits be distributed to morale, welfare 
and recreation {KHR)t How much? 



closure 



■Is there anything else anyone would like to say? 

Z appreciate your time and insights. Your opinions 
coamanders are important to this study, ThanX you," 



INSTALLATION COMMANOERS 

REI>ORT 



TOCOS GROUP 

MILITARY BXCHAJrfGB COH80LIDATI0M 
TXBK FORCB: 
J0HE8 C0XMI8SI0M II 



!i<;a 2* Multi-service agency, department store with services. We 
^htllld have the sane privileges and benefits and reap the sane 
rewards 

osMC 2 ; Should serve the unique requireaents of their command. 

it<:m !• centerpiece of the umbrella quality of life programs. 
ItVihe d^aSlSg card that brings the. all in. Tailored to fit 
local area. 

tjgx 2 ; Echoed Navy comment— one stop shopping concept, 

„gxp i : Superior service, quality goods, discount prices. 

ys;^ 3 . Focused on needs of patrons—customer satisfaction— under 
continuous evaluation. 

USA 1- Exchanges also have larger responsibilities like 
SSitment, recreation programs, and food f^^^^^^erage. Allows 
the commander to provide a service without the worry of 
^anaaement. Consistent policy all stores run the same at AAFES. 
^pls Sas other initiatives to include theatres and Class VI 
management. 

p^T^ayy NEBD8 

Ves. ^ 

USNl: Yes, particularly the last two years, after the stove 
SiSrCas removed. The installation commander is now tailoring 
services to seets needs of local comaunity. Because of this, 
sales have increased. 

USA 3: Exchange manager sits in on staff meetings and believes 
Si^ceivera lain from this. For example if they want to give 
SLethiM Lay or want to give something to an activity the 
SxShSqS willinSw su^^ and is a positive influence on the 
c^SSSS!?y XlSoV Sfdo not have the nicenes. of control, 
bemuse he does not worX for us, we do have some say on how he 
performs. 

ygi^c 2 ! Yes, this is under the commander's control— do not want 
to change. 



We ovn the exchange manager, he reports to us. We set 
policy and profits. 

USAF 2- Have a difficult time differentiating whether the 
^fthlnqe "anager vorXs for me or not, however, takes instruction 
exchange inanay intearal part of command. Anything I need.or 
th^c^Luntt^ needs^^^^^ Attends staff meeting and 

contributes a great deal. Believe there is no difference in , 

w^vi^ Hl worL for me or whether I give operational guidance. . , 
^^I'^lelt he ias Jot Soing the job, l'belie?e AA^BS HQ vould . , , 
"move hi« at my request. A benefit of^AAFES ia that I don't , 
have to be concimed with the management of employees. Witho , 
rloard to community needs, I am amazed at the number of times 
AAFBS passes the decision making to me. ^ 

TICK 9- Echoes relationship as USAF 2 and added that he use to 

h^d^e control the USMC and USN had. But on further 
l^lus^l tltl^l l^rXl Sen a problem-^they take marching order^. 
from us • 

USAF l: Has a positive feeling on AAFBS. , Has a good 
^^frfMAnfihlD with manager, he sits in on staff meetings--and 
h^ads^aS advisoS coSnSix! However feels it could be imprpved , 
?^ A decree Do not have operational control, not consul ted^pn 
everythinrthat e?f^^^ the community. Sometimes this puts the . 
exchange Manager in a precarious position. Sometimes he has to .,t 
se^e two masters. The master that controls the performance 
Ittings gets higher allegiance than the master who doesn't. 

iiqN 1- Excellent. relationship with exchange officer— if we have: 
f^;greement, he cari^stand at attention until he comes to an 

I^^I^^ Hoiever bottom line profits is not the only 
^fi?e?!a i??s the^br^uc?"if we maXe the best product, profits 

W 1 have a meeting, the exchange officer and the. MWR ^. 
Ifrecior ire in at?endanS2?ltheir role is complementary. The.key 
li'^to establish a working relationship, that's ' ? 

wftT'k Believe it is a benefit for me to write fitness r0port. 
HQ not I?ways respond fast enough-I have the resources to 

provide immediate support* ' 

USMC^: Have the ideal relationship with exchange officer. ^ " 
^^SkidirectlY for me. The idea of serving two mastermrift^too^ 
l!«»nlicat^ for Se USMC. In the USMC we have the respopslbl^lity 
S^««i^^each other! I'm here for him and he'm here for^me, ; 
Svl S^^ Sl«c2 c2S;unication to respond to ethical needs oft 

Marines. 

ticwe 2- The HASC requested the USMC to consolidate and we did_ 
ffiT^-MH^^coSSruMS .n 06 (COD. I writ. mnes. r.portf^ 
and he write, th. .xchang* Banager's. Xf v. h«ve unique 




USA 3- Happy with the systen for two reasons: (1) Benefit from 
TfrriFES procran because ve get money for capitalization of 

Kvm activities. (2) Hilling to give up some local control 
L^ssio^al "anagement. I do not have to worry what is on 
l^l =^»fvel-°have a plofessional manager making that decision. 
^ ? ^Kinfl not on board with AAFES is their contracting. I .ust 
°"^L^^iah a middle man to get things done. (Described a 
^°*^^Mon of Canting to build a Burger King that had been delayed 
?or Iwo yetJs beciul. AATES had signed a generic contract for 
ftst f^ operation construction th*t was not conducive to local 
buildiM restrictions.) 1 could do better en fast food outlets 
if I did not hav. c«ntrali»«d roU of AAFB8. 

osM IS Big difference in th« Kavy. Can <j9t a 
'^*r:Tii«n lone in 180 day. Don't have to worry with tha 
clng?eMioM; ii?erferenL because use local contractors. 

n<!» 1- Dialogue with local management is outstanding. Execution 
Sl^kogue ?2n8 from poor-fair-to pretty good. Biggest concern 
?« with^othlng sales-management from AATBS not to good, 
ser^i^ provided to other services is not good. Also concerned 
!b^t environmental issue. (leaXinq underground ga* tanks) 
h«?ievld AAFM not online with environmental issues. Agreed with 
SIa 3 on contracting and offered an example about the greeting 
^ird section of the exchange. Customers complained about it 
ofttn tnd wM frustrated bicause ha could not do anything about 

it. 

osA 1- Agreed on contracting problem at AAFES. Mentioned 
°^5^ina cards dry cleaning, laundry not being responsive to 
fo^l Sleds tni uS^t funds)! Would like some immediate return on 
It^s suSh a video gam'e income to support local requirements such 
« recognition days^ and support of sister services. Has met 
llntinSIl resistance-they have resorted to car washes and bake 
sales to raise money to support community needs. 

OSA 2s countered «SA 1 comment saying unit fund not required. 
Ifit was done away with it someone made the decision to do it. 

osx 3- Have a proble* with AAFBS on pro«)tional sales. Often 
Sltd'lis?^ inhale pamphUt «• ««t In stock at th. time of 
sale. They ars than left to facs ths customer. 

nsM 1- Offered a contrasting coMwnt whereby he utilized a 

bSliSing on base and c°n:!;?rted it to a furnit^a st^^^ 
utiliiing self-halp programs. These kind of instantaneous 
decisions are aads in ths Wavy. 

nc-Mr- 1 Sensitive to the word "service." Cave an example of 
allivlIlM Sardid not guaranty a profitable return. 



He felt it necessary to open the activity to deaonstrate we care 
InA can provide a service to the Marine. They do not have to 
through higher echelons because they have control of situation. 
Can be imiaediately responsive. 

n<;A 1- Had problem with AAFES not being sensitive to all grades 
itthe community. Would desire other than executive level 
dialogue input to AAFES. 

piti ^nEflTa P^gniRDTWQ S UPPORT TO EXCHAHGB 

nsA 1- Provided an exanple of dileaaa of trying to provide 
iSiiStenance support to the exchange (i.e., air conditioning 
?lMlr) but h/ihq restricted by lack of funds. Felt AAPES should 
have a pot be could draw fro» to repair things with, 

«sA2- Reported that installation maintenance staffs were going 
^ay to add to the lack of funds issue. 

Described that he could quickly rearrange priorities to 
get needed support. 

usAFl: said it could do it too but did not have the funds to 
support and also felt AAFES could offer support. 

USN 1 : Said he owned the APF to make that decision. 
Installation commander set priorities of mission. 

DSM 2 : May have the money may not have the help to repair item. 

USA£_a2 Agreed that they also *own» it and can make decision to 
fix item if there are funds available. 

PSMC 1 : Believed the question was not applicable to USMC. 
Reviewed the requests' for work— mission comes first. 

nsA 2 : Limited in what they can provide. Cannot cut into the 
Bission requirement. 

psM 1 . Takes on issue by issue. 

USMC_Z" Have in-house work force under the consolidated HWR 
sYstim'that does not have to wait for contractor— has the 
resource. If the base decides down tha road to take on a project 
to assist, they do. 

pax 2 t Thay do not let us have in-house maintenance work force. 



YlPPumrxeg WTTff ««gg^Q« mahagbmbiit 

psMC I t Has a two-way street with exchange offer. Happy with 

4 



the relationship. 

USMC 2 : Have complete control. 

USH 1 : No problem with the Navy. 

USN 2 ; Exchange working directly for us we have 51% of the vote 
on what to do with it. 

DSAF^* AAFES has been responsive to commander desires. 
However, gave an example of wanting to close on Thanksgiving and 
this DUt the exchange aanager in the niddle of commander- AA7ES 
dispute. The aanager had to explain to a higher HQ about loss of 
profits. 

nsA3; Although route Bay not be as direct as DSMC and USM, 
AAFES does react to requests. Gave an example of a snack bar 
selling alcohol to minors and had to shut them down for failure 
to improve carding procedures. 

pgj^ ^ . Again discussed AAFES' lack of environmental concern. 



y p^yiT py fiTRIBDTIOlf 

nsAF 2: Would like to see a percentage of the bottomline. 
Highe r HQ taking a greater share of profit. Would like a greater 
share . 

j2gjg_i: our distribution, is determined on how well the exchange 
is doing. 

psMC 2 ; Provided per capita quotes per service. 

♦Discussion ensued on per capita distribution to the services 
with all participating. 

OSK A: Believed it was critical to maxiaize incentive at the 
local level. If doing welX all share in gain if not all share in 
failure. ^ 

usHCls The local commander sees the balance sheets has much as 
haVants. Based on this, he becomes involved in determining who 
aets what. They also pass profits to a central pot to support 
Sther installations. It is a credibility issue with the Marines, 
they don't nind passing money to other Marines but do not want to 
support others* 

**A discussion ensued on profit distribution at the services with 
conversation focusing on capitalization and construction and how 
it is factored into financial picture. 
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ftnw TB UOC ^V yrnt flPPPORTBD BY BXCHXSqg 
XiSi^C l : We decided, therefore we Vtnow. 

USA 3- Receive strong support. Have good facilities across the 
bSalFd' because of AAFES. It is important for all soldiers to 
receive like facilities. However, would like to play more in the 
decision on facilities more. 

***The moderator interrupted the group to ask who sees profit and 
loss statements. Results: 

Army: No (see annual report) 

Marine Corps; Yes 

Navy: Yes , 

Air Force: Ho (see annual report) 

usAF 2* Policy of profit distribution set by AFHQ. Doesn't feel 
be need s to Itnow because he vill continue to receive the same per 
capita figure — no changes due to increased sales. 

nsxp 1 : Liked USMC/USM control conversely felt facilities were 
better on AAFES side. 

HSH l ; Agreed facilities were better, but felt AAFES management 
prohibited incentive to do better. 

**Discussion ensued on AAFES/USMC/USN incentive programs. 
pogfl PROlfTT PTgTRIB irriQM PROVIDE IMCENTIVB 

SSMS-lJ Yes 

psA 2 ; with manpowe^r being cut, does not want the hassle of 
filling billets. 

psA I t Does not want to run the PX at local level. Satisfied 
with equity. 

nsMC lft2 ; They have a good rapport with all ranks and other 
coraunity members. The local commander has the best feel for 
needs of community. 

psN l : Could be better but thinks it has improved since the 
stovepipe vas removed. 

nsH 2 s Try to do the most good for the most people— can't make 
everyone happy. 



USN_2: Try to do the most good for the most people--can ' t make 
everyone happy. 

USA 2 : AAFES was not as responsive, however, has improved. Look 
forvard each year to the yearly gripe session AAFES holds. 
Talked about complaints on how pay raises effect prices at 
exchange. Received alot of complaints from the community and 
felt AAFES should look into it. 

USN 2 ; At the USN if prices are too high, they can role them 
back to serve the people. 

USAF 2 ; Received the most complaints fron higher ups in the 
service on prices than the lover grades. 

USN 2 1 Felt the problem vas associated with custooers perception 
that it is a benefit. Exchanges are forced to compete vith chain 
store prices. Exchanges have to walk a fine line of support a; 
profit* 

pgX 3 ; Felt perhaps ve were demanding too much fron our 
exchanges to put into our MWR. Amy needs money froa AAFES 
thereby driving the prices. 

USMC l ! Believes he has an ethical obligation to the troops but 
is always doing market surveys to adjust pricing. 

nsN 1 ; Agrees with Army's need for money. Believes, however, 
that you have to strike a happy mediun between price and service. 

USAF l ! Believed AAFES pricing was ok but contracting could be 
improved. 

USA 3 t Not happy with AAFES contracting. 

****Discussion ensued on customer savings realized and return of 
assets by services. 

OSMC 2 ; Quoted AAFES vs MCEX savings based on « recent survey. 

sgpgQM FROM go 
PSAF 2t Is good. 

WHAT I g MOW TMPOMAKT, SXVIMQS OK MWR PROqRAH 
pSN 2 ; Not mutually exclusive. 

ysMC 1 : Service versus making the biggest dollar is a balancing 
act. 
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increases are immediately passed on to custoaer. When a price 
increase is received, he does not think it fair to mark goods on 
the floor - received at a lower price - with the increase. 

INTEREST PROM THB CUSTOKBR OW SXVING8 V8 K WR ?ROGRAJt 

ySA_ji: Customers do not understand relationship. 

usN 1&2 ; Customers do not understand. 

ysAF 1&2 ; They do not understand connection. 

Pfix 1.2&3 ; Only look at what's in hand. 



CpMSTROCTIOM 

DSAF 1&2 : Acceptable. 

qsA l : All areas acceptable except contracting. 
DSN i : Discussed third party financing. 
frcm^Q^ COKSOLIPATIOH 

USK 2 : Believes savings can be realized with reduced duplication 
of personnel and increased buying power. However, believes 
bigger is not better. The loss of local control prohibits 
consol idat ion . 

PSAF 2 . with consolidation fear the AFHQ would still control the 
»oney. If it meets the needs of everyone then that would be 
fine. However, believes bigger is not better. 

PSA 2 ; Does not have? a hang up with consolidation, but would 
like more local input. (Later USA 2 added that he thought 
consolidation means to him AAFES (Aray and Air Force) staying as 
it is with USMC and USN staying separata* Believes USMC and U8H 
Bission is unique. 

OSAF 1 ; Believes consolidation is inevitable and can produca a 
savings. Has a great trepidation with what aay happen though. 
All "super supply organizations" have been ineffective — fears 
AAFES will go the way of GSA, ate. 

psM 1 : Would like to see list of billata to be deleted due to 
consolidation before consolidation. Believes it would be 
disastrous to quality of life programs. Further effects would be 
felt froa the lost nanpower. Their prograas are built to 
complement APF and profits received. Believe consolidation would 
reduce income. 
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Why are we consolidating? What's wrong? Why fix it? 

USMC 1- NO consolidation! Why fix it? Havy and Karir.e Corps 
;;stat ic vith operation. Believes there is an inherent 
Silference between consolidation and central iration. 
consolidation innately good-elimination of overhead. 
Centralization innately bad-taking decision nalcing away, l^ss 
of flexibility and control would be less responsive to the 
troops. This is an ethical situation. 

nsMC 2- perceives no benefit from consolidation except that 
AATES could continue their operations without reducing staff at 
the Headauarters because of installation closure in Europe, 
^iscussld the location of AAFES HQ compared to congressman 
ifathTdistrict.) Fears it would result in dictation «ro» the 
t^o killing of incentive causing the organization to become 
.ediocre. staff apprehension due to prior consolidation would be 
Seva^Itinl to the morale. If we did consolidate, we would not 
5lt «o?e bick-instead of increasing our per capita share it 
would decrease. 

nsA 3' If the Havy and Marine Corps consolidate with AAFES 
SlliiOes their relationship (AAFES and Army) would deteriorate 
S^cause it would become more centralized than it already is. 
Kver, added (1) believe strongly as a tax payer exchanges 
should not receive APF. (2) Believes the mission of the military 
!s for "killing" not trained to run a business. Believes 
■ilitary should get out of the business altogether. Exchange 
system should pay its own way. 

nix AS a garrison comnander, not ready to sign up for 

SSi^iidation-but does not want to close the door. i= 
S2t as we continue to -lose resources we are to hear 

Se emote from the 60 's "We know the cost of everything, but the 
^alu^of nothing." When we lose value of what we are trying to 
do for the commGnity then we need to get out of the business. 
However; we need to do something to save money throughout. 

ffiy y RRnm P YW?""' nTBTFTBIlTtP TO MWK 

nsx 3' Agreement should come before consolidatlon--what the 
Sfht'is aSd Sow far down it goes. Heed a bigger pl.c. of the 
action going directly back to the installation. 
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HASC letter dated December 15, 1987.... 
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NEX, Food Brief ing dated 13 July 1990.. 
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Sales By System FY 89 




Armed Forces Exchange Services 

Direct Operated Food Sales - FY 89 




Direct Food Sales $668.0 M 

F-l 



ATTACHMENT | 



uirecx uperatea t-ooa Pronts - FY 89 



% to 




13.06« 
11. OX 



Total Direct Profits $86.8 M 



Armed Forces Exchange Services, 
Concession Food Profits- FY 89 




Concession Food Profits $16.7 M 



Concession By System Food Sales FY 89 




Concession Food Sales $147.6 M 



Armed Forces Exchange Services 

Profit By System FY 89 




MO $6.9 
6.7 « 



Systems Profits $ 103.5 M 
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(••(■.It I ii-'-r^ 

■ I ttUTCI, WtttaM 

MtiMi irt<«rr. y^4AK 
nun ttKittin. »mum, 

M4«Of Avv^n fto'VtX MMStt 
HMfVl- Wt«M«. AAWtMl 



coMMinee cn armed sirvices 

Its ASf IN. Wl^eONSIH, CkAUiMMl 



MittlTK |4nHM, 
a(UM» K»««4 



Lt. Cei>. Aftthony Lukaaukn 

Deputy A$jl«t«nt S«crtUry of D«f$n*« 

Millttry P»rsonn«l «nd 7orce MAnagtawnt 

D«p«rtaAnt ol Pefans* 

KooB 3C963, The t«nt«|on 

V4«hington, !>,e* 10301 

DeAc Cvneral LuVtmani 

Thiak you for your lettir of April 10 vheroln you provided th« Kgral*! . 
V«lfaro and Rftcc«Atlon ?An»l with an Assessment of t^A operation of fast-food 
rastauraAts on military baaov and th« overall corporals atrategy for oparating 
and contracting for thtae restaurants. 

Tbla report and gubsequent panel hearings dftjnorijtraca that the introdu^tioft 
of fast- food reetaurants on ttilltary basaa has Ve*n a clear sucoess, Thesa 
restauranta are extreaely popular vith our aervieeman and vonen serving around 
the world. They operate ac i^lrtually no coat to tha taxpayer while providing 
needed «f«plQyn«nt for thousands of f»inlly seebers. Additionally, the profits 
fron these operations sakv^ a major financial contribution tg our anted services 
itorale, velfars and rscrsstion (KWt) prograat* Th« ^•l has b«tn lApresasd 
with ths kpee4 and low «oaC Snvolvod vith tbs oonatrvctlon of thase faoilltlos 
SAd th« paraaveTSnca iitd iiiAevatloo axarelsod My tho McbsAga tervicea in 
pTOvidUi thast opafatlons to ouc Billttry p*rsoim«l MrvlAg io raAots and 
ovarsaaa locations. VhiU tha prograa has its adv«nt«tts» it has bean subjoct 
to critieisB and daisy dua to th« impact upoa fsst^food franchises in 
coaiBunlttis sdjaeant to ■ilitsry InstslUtioM. 

There fora» the panel sutherisss MiC eoDStructioA of fast-food rasUursnts 
on niliury lost a lUt lefts • ss outllnsd on tb» sttsehAd llstingi ■•(^ recoMonds 
th« followintt 

1. Tl>« Oop artmen t of Pafenso is urgod to lUalt and control tha 
> p.colif oration' of fast food and' othar franchisaa to avoid having tha '^faat'food 
scrip" of fact on silltary bases. Tha ars^td sarvicas exchsngaa will ba th>_ 
contracting authority for fast food . The MUTSuvi viil eontinua to ravlaw 
~f sat- food rastaurant construction as part ©f tha annual nonappropriated fund 
construction ravlaw, for inatallations that can support aultipl a fast-food 
rostsuvantSk preferanca should btt givan to offarint oChar types of fatt food. 
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ATTACHMENT 2 



2 - 



J 



*9 • ^ 

2. In th< »fuC UT»» cpnet5aloft_ op«T>tlon3 af pr»ferjgd for miHffry b i 1t « r 
ig_ t ; U lJnit«d St;atM , Zor ^#rsi,t« b».,. dlMct txchrncr^.: ^ pI.^ M ^n^^^^ 

tni« »j .noc AiUinabU, mi cxeiunfe «Arvice» Jhould »Ajit ©v.ry iffort to award 
tU$% contrict«.t« AA^rlcin lnva«toti. Additionally, th4 un«X prcftrs that 
producti offarsd ar* purchated fro* U.5, soure«s» 



3. R«t*ll pvicu tot /«3t-food resUuranU on BlllUry b^se* in th« Unittd 
Stfttet vUl U <ioap«rabl« to pricot charged At fsaffood rastaurantJ optratlni 
in eonmunltUt adjicant to niUtary basta. *^ • 

Tho pAn«l AppreclAtaa your coopArAtlon and lnvolvA»ajit'wUh thl« Important 



Sincerely, 



Dan ^Aniol 
Chalrnun 

SubeoiiMittAo on R«idSn*«i 



DOiarkl 
AttAQhnent 




Penooalized Services 
<SODn 



Store Operatioos 
Diyisioa 



StmOpentioiu 
Diviakm D^uQr 

CSOPD) 



PoodSenrioet 



Retail Sioni 



— I 



1 



Vending, Laundfy, 
Dry Cleaning 
Amusemeocs 
(SOD4) 



ATTACHMENT 



REGIONAL ORGANIZATION CHART 



NAVRESSO 



MAJOR 
INDEPENDENT 

RESALEACrS 



FIE 
SUPF 
OFF] 


LD 

ORT 

[CES 






RESALEACTS 



M: lip 



OPERATIONAL FUNCTIONS 

FOUCY & PROCEDURE 



GUIDANCE & SUPPORT 



IMPLEMEKTATION 



NAVRESSO 

BRANCH MANAGER 

TRADITIONAL FOOD SPEOAUSTS 
IN-HOUSE FRANCHISE SPECIALISTS 



FIELD SUPPORT OFFICE 

EXCH OPER DEPUTE DIRECTOR 
REGIONAL FOOD MANAGER/ 
SERVICES OPERATIONS SPECIALIST 



RESALE Acnvmr 

FOOD SERVKSS MANAGER/ 

SERVICES OPERATIONS MANAGER 
POOD SALES MANAGER 



«M: 
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OPERATIONAL FUNCTIONS 



POUCY & PROCEDURE 



NAVRESSO 
SOD2 

BRANCH MANAGER 
TRADmONAL POOD SPECIAUSTTS 
IN-HOUSE FRANCHISE SPECIAUSTS 



GUIDANCE & SUPPORT 



FIELD SUPPORT OFFICE 

EXCH OPCR DEPUTY DIRECTOR 
REGIONAL POOD MANAGER/ 
SERVICES OPERATIONS SPECIALIST 



IMPLEMENTATION 



RESALE AcnvrrY 

POOD SERVICES MANAGER/ 

SERVICES OPERATIONS MANAGER 
POOD SALES MANAGER 



STORE OPERATIONS DIVISION 

FUNCTIONS: 

. DEVELOP SERVIOBS MEROIANUSZNG STRATBCHBS 

/» 

. BSTABUSHSBRVICBSPKICINOFOUaBS 
• ASSIST DBVBLOniENT OP 0PBRAT1NG GOALS 
. ANALYZE OPERATING PERPOKMANCZ 
^ PROVIDE ASSIST VISITS TO FSOY/RBSALBACnvmBS 
, ASSIST WELL* TCAMS TO TURN AROUND AZUNO STORES 
. ASSIST FACnjnBS DIVISION WriBINTnAL PLANNING FOR NEW 

coNsntucnoN / kenovahons / equipment rbquir&ments 
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STORE OPERATIONS DIVISION 



SIGNIFICANT RELATIONSHIPS: 

. C0OW>INATBWrraMERCHAhn>ISINO,SALBSPIU>M<nK>N,FINANCI^ 
MANAGEMENT, OONTRACTING. FAdLniBS AND OTHER NAVKESSO 
DIVISIONS 

. MAINTAIN UASON WITH NAVAL SUFVLY COMMAND, NAVAL 
ifli jTAttV PBMQWWBL COMMAND AND FBLP SOPPOKT OrrK,tg 

. MAINTAIN CONTACT WTIH MANUPACTUMM. SUPfUBM, WDUm^ 
AND PROPBSSIOKAL ASSOCSAHQMS 



^ HASC GUIDANCE 

CONUS: 

ALL NAME BRAND FAST POOD OPERAITONS MUST BB CX>NCESSION 
OVERSEAS: 

NAME BRAND FAST POOD MAY BB DiRECT-RUN OR CONCESSION 



ALL AREAS REQUIRE FRK»t HASC APntOVAL 
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FOOD SERVICES PROFILE 



DIRECT RUN OPERATIONS: 4^1 OUTLETS 



SNACK BARS 


1 T1 

171 


Vib UC rKAT^UC 


5 


POOD CARTS 


13 


SANDWICH DELTS 


31 


CAFETERIAS 


51 


COMSrOR DEU/BAKERJES 


12 


PIZZA SHOPS 


9 


ICE CREAM SHOPS 


4« 


MOBILE CANTEENS 


46 


BAKE SHOPS 


2 


KIOSKS <& CUBES 


25 


MISC POOD OUTLETS 


37 


WENDVS 


1 


SCHOCH. LUNCH PROGRAMS 


7 



NoiK Catering cvaflaUe at each Rwilwct 



CONCESSION OPERATIONS: 72 OUTLETS 

PIZZA SHOPS 7 MEXICAN SHOPS 4 

WHATTABURGER 1 CHICKEN SHOPS 2 

MCDONALD'S 52 SUB SHOPS 1 

BUROERKING 4 HOTDOGSHOPS 1 



WENDY'S 

. TEN YEARt»NTRACT 

. FRANCHISBS OVERSEAS 
. INniAL FEE: $25,000 
. ROYALTY FEE: 5% 

. STORES 

. NAPLES, ITALY 

OPENED: AUGUST 1988 

SALES: $1.8 MILLION 

NET CONnUBUnON: $300K 

. SiGONELLA^SlCILy 

SCHEDULED OPENING: NOVEMBER 1990 



NbX KHUM 1 UIO i ri*PU i iwt>i iwivi»»o 




' MCDONALD'S 
^ SALES fflSTORY 

FYS? FYSS FY89 

SALES 80.7 83.6 88.1 

COMMISSIONS 8.4 8.8 10.6 

10.4% loss 12.0% 
Note: Amouoa in SkfiDioai 
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FOOD SERVICES 
SALES AND NET 



FY87 FYSS FY89 

SAUES 

. DERECT 85.700 84.300 80.300 

. WENDY'S FRANCHISE 1000 1.800 

. CONCESSION 102.000 97.400 105.200 



NET CX)KnUBUTION 

• DIRECT 11.000 9.900 8.700 

. WENDY'S FRANCHISE 0.158 0.3U 

. CONCESSION 9.600 lOJOO 10.600 

Amountt in SMillioia 



RESEARCH AND DEVELOPMENT 

IN-HOUSE FRANCHISING 

. HOT DOG CONCEPT ' 

. OUn^TS: CARTS. KIOSKS, POOD COURTS 
. AVERAGE UNIT SALES: $85,000 / ANNUM 

. PEZACONCEPT 

. OUTUBTS: EXPRESS MENU (SMAU^STOR^), POOD COURT, 

PULLMENU 
. AVERA<» UNIT SAUBS: $360,000 /ANNUM 

MENU/RECIPE DEVELOPMENT, EQUIPMENT TESTING 
. BY BUSINESS MANAGER ON LOCATION 
. NOT CENTRALIZED 
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BUSINESS MANAGER CONCEPT 



KAJtXETTNO Ai<D 
OPERA-nOW PntBCTORATB 



OPEKATIONS 
DfVBlOKS 



BRAMOB 



PTZZAMAWAOBt 



BOTDOOMANAOBR 



MBOCAW MAHAOat 



SHACK BAKMANAOnt 



SOB SHOP MAMAOBt 



OONCESaONS M<» 



CLERICAL SUHOKT 



] 
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H«da rood PuiMt-«>f-lial© (FPC5) Sy^t«» 

Ijiatory: In «^.pPort of We PW-Vrt rownibreiit to D-irQcr Kinq fr^Khi***. 
cf>dcfi*vor-5, a FPOS specif icati.-n rapidly pi»^«d in late r-W. A 
contract v-en ..U4~toly iooucl In Ho>n fWda lix . fOr* t-.r p»-ocurcr«»t Ot 
350 »v^lH,«, .Tor» or 1«» Mvo^h IW. Of tre .^50 systems, -183 
.j^ignatod for fr;^.-hiw oporotiors ^.1 1^*5 for rt-vjuldf fco^l r^ationT*. 
Resijltino «y»tCffl 1^ . ,*ter-r«^ to &«>Ja ©..^.n^^ Syottr^ (SRi) i« in 

in all I3kj"3»*' wing/Popcvco fr*^.-h1=* np^oiiavA oper^ to date. With 

hjrdwarv./softwarc warr^.. ty ««-vi.-Q thruugh 1V,^4 a« contair^tO in frS* 

r.mtratl. 



1 . 



ion 



TW*rw -ra currontly 1*3 -.tlvo "Ji^ FTO ^y^rM.«| located ifi 

Bjrger Kinoo, I In f^bpffysfi francln-*? cr******'"^*'* 16 U dinin.^ 

dur-iiiq f-Y 
a* Cmcwptf 

rr^ /nanaqer Mor-l'-it^tien, reforred frn ^ tl** WW (iVeda a«ine»i» 

ft«trf»»), U a «tor« Ivvftl CO#put0r i*>ich prtrvf.l*-^ mAru«>9ff«ot 
^ ' ^ ATTACHMENT 4' 



r.y^i-^tcr s>-t6^.. .r^r.ro-r* cn PM.'.»w.-.^ry Ur:- 

collector, ^^rv*-! .tesi';n:»teJ. c-caUnq tronwr.it files of 
^l«:ted d3t« for transmittal to t»-» MJ OaU^S NJ*t Lvr^y.-»ter 
ponad. rhl« tr*>^ittwd datJ rioqw from n6«l to kr->. 

ff^T., information, to ^cajotabls 'i'^-Al 

invtsitory. 

Tr«. eqi.ipTfir.t K-cat^l in tl-« frui^t -jf the bcxi^e, such «9 
reqisler-:* and kitchcr. vorc, furcti.w iocJepevA^.tlv f»a« tho 
.w.*y»r .w>r^^,laUc.. Data io novttl frcm tJ-* c**h r^jgic^t*- 
Sysl«.n tc II* S8S through a protocol cc:r.vp.-t.*3r ,-c^t.i.^ly e^'erv 
un«-Mf cr^ .i»r rr.T.r^--l. ]t>? a.e-!«l f t^ur polling 

najtirie also polio the Ponocntr> ti.^ rlrjcW, 

Tl«- munaqer i«rk*tation (SRi) i* A hafU disk drivo and 
r^orpc^w lo»teO frun Mupp-/ diokottos. It contAxn^ a CfCR 
trmv^bliJ. TecNx>logi« Cporating :;y'.t«.^> with t.xJividual 
dijplicatitf^a and data bace* aR follf^-^i 

mtPK iTul^l R«ki»jront Informatidi ManagsmBnt 
- A food coGt/MWinvcotor-y .ir^.le H».ich, ba^ on 
mechoniifld ordaring, .e'Mivi*^ *id ir.v^tory. provide 
^r^^n^^^t Hlti. detailed ««no coating, and invantor/ ^naly^K 



i.-,ve..'.o.-y f.- the H3 D^U** i^*^ t.j.r.r..'--- It i.-.t=r f*:f-. with 

LIS -- A ca^pUtc r«,..»-t p*cl.«so inr^, f*->nq with 
tte mil-S and ri.™ ,nd 6t«rd«o .~>1..'« to give you 
-«t*ilod a«-*v,lf tour octlvlty roport. L05 prorpt, th» user 
to pu.t dato tu l^- i:-Ploy«. "^-l"- 

r,,P>-t, .r, ^/-iUOt. cn i.vltvi.n«l or cc«oad^t«i ba,i3 

^^ -,to«ti= i^v.,-f..»c*p^biU^y.M.M,n,c»td^la frc«> TRIhS 
OPPU*. it to L«F.>U D^p^r^^^ ..... > <P'-i.^* l-'^* ■ 
Up) r.,pr»^ 9lvi«, ycu .-.i«<MBt,, ond utf-t.-^-lato cc»t/,=.»l*^ 
^-.*ly,« 01 * rt^lly. «n) tn^th-Tn Date) d.,d Mstorical 
Msis alon-J -ith * total -.t-'V *"<^ -=<»»■ 

^,,pl,r.ticn inl-rf*:tn9 with LAS for .to«. lev»l r«Mrt, 
and dot, tr*>*«ittal to m tUI l«. It interface with &,ployee 
a:1>A»i»«- for th. purpo» cf vaI «iAt<r-j Bn>eloyoe enist^.-^ 

«^loy« payroll data for tr«««.ittal to the Ml Oalla, lost 

rM>l<Wce SLhedUler (E S) - <taii<,*d to 

f^^id- daily i«t«Jul«. ^ i" «Jva.«:e. ba«d <t, 
-hal r h,.rly m1« proi«.:Hrr;-, labor guiOW indiviAJal 



ens 



kin.^ ^.-^^l^J^ irvg yhilooophy. th« ippli-atio-^ M .;»eneric, ond 
could bo oie^ in ct^vsr flCfPS fv-c^J operations. It ir,t»rf*cp« 
wU.ti and LABOR. 

Kqiifivwaiil H*inl:ovrc:o (E H) — Appl l* 
developed to record at^I tr^osf^it v».'odor rT?spor.s© to rc.:yjvv;t-^ 

Loador Q»rd (JitJK) jvovitJt-* caoh rtrqister .T*TO»-y 
fe^>turation c^n«*hU it/t 

TolccOTiunicatican* ( IH) . rwates and placoft data 
filpa irr l-rr»nfv/iit quiAjc to «3Moit t»l«coTtT»nic:*tl«i to the HD 
Dallas )T05t cotipitp*-. o<?l»?Cted da la. including rWJ 
F ri r^wcH. i« trjnonitted each riAy. Inventory data is 
tr**nsinltted at the end of tt«5c*l fjer icxi ond, when r»arty, 

petyroU dota will to trAri«.Ai ttMl aI- the md of oach pay poritxJ. 

rt. f4.w^-ixis leporto are available At ^f.o <S level to include a wifte 
range of feed rost, Mles mix, inventory u»aoe/vArlAnr*», rA^h, 
waQ» o-tsts/productivity repo»-t*, 

Hlsturv i Feooibility AnAlyAi«% desiqn of a «r«chani2CfJ ^ot<i Dpitr^tian 
^ , _ — . . . . . F-16 . ' ' ' 



0-ta iron t^c '-oli*orni-» 



. rrcicct Prc^.l ^^P-*^- ^* Point^f -sole r..h 

r^iay .r-.... .pp.o.i~t.ly 197 I^u«>cnt.r ca.l. registers iost.U^I 
at 117 ItJCjUano tied to IJ« F0CI3 SySt«^. 

7. fTystem Capabi l.i t^cys.. 

Tlx, Burps^ or HV.IS proioet i. to pr^id« directional uontroJ 
in^cT-ti-T to .U X.^l^ or .-*;-.«'t .-•J-.-dlo, t<»d 

„5J«tiv«. <«=r»oi»«l rocip, costi,.,. i-^rovcd gr«, M-ofU".. 
i™:r-«=d 3310,. r«ductia> of 

«^,5.«h.-nt of fxr«nci*l »nd «cnu atondard,. pr^Wi-q «:«Wl.w3 
«.,*^ial pe.to.-^.-.« ^err-rt, *^ «r--of «nth financial »t.ti,«c, 
U«t proisct »«Kan,» ar« fin*^i*l op^a-i.-J ,ta»*«».t«. 
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1. RAi.h S'Mla I 4r> <.i«i4h register (terminal) is intelligent and i*et.»ir« 
it« own iTKmory, 

2. The ko'board concc?pt permits entry ^JO pra =-srt. ,Ti=riij keys ( fy\ir 
levol* OT 50 positicansi 31-100, lOl-irO. lOl-Tn^:*) . TK© oystcm 
will outorotical ly qo to shift lcv»i «-« Afr^- »-f:t«"y. 
If yc.v nw^J lock tf"C kcybcsard into d cortain shift to p»~ohibtt 
access call ycur rogional F-PUS in^tAll***- ftir- M«5^i<dtoi-ice. 

PtiM'.t-iiii \^pr/^ 4re v-iricd and allo^ flexibility t^tsn erite»'i«^g «^1m 
related data,^ W^«o certain fitmitiiist *'»*^'- .^r- t*i3t ncodcjd, they can 
be blocked out. Store man;»gemcnt car. i.i<=otify l^ey 'unctiono by a 
of ■.tJr'vnHi«d9 drid cKanqc serving concepts easily. 

ffre^t.Frog Sltu^tlcai 

Tlwrw t Ktr-rty^t\y 188 ^Moda L.4S cash registers installed v«yliiwlii*» 
(this dees not include hKB r-etjist^wH), 

Sv staT) Caoabilltlgs 

Reports will only print the departiTcnts and Air *^-hj^ tKit contain 
sales data. Regiv^i^ r««c<]rt^ ont 



1. Full Honu Report tilO 
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Cost Avoidance 
Calculation 
AAFES In House Programs 

I Basis of Data r alculation 

- Business Emphasis Group (BEG) activated Jan 86 
Deactivated (Jan 90) 



- During period (Jan 86 - Jan 90) developed, six in house concepts, 
Anthony's Pizza World's Greatest, Frank's Franks, Robin Hood's 
sandviih Shoppe, La Casa De Amigos, Chicken Loft, and Sweet 
Reflections. 

- Program development includes decor, image, equipment and layout, 
menu and recipe development, packaging systems, operating manuals, 
training package, initial training support for prototype units, 
follow up changes and advertising/promotion kits. 

- cross section support from engineering, store planning, 
procurement and training divisions. 

- Upon completion of the development cycle, to include activation 
of initial facilities, the programs were turned over to an 
operations section to maintain, monitor and update. 



- $ 75,865 
66,940 

- 107,976 

- 26.937 



II Cost Calc ulation 

- Business Emphasis Group 
Staffing Cost 

C/BEG UA 14 (1) 
Progreun Mgr UA-13 (1) 
Program Specialists UA-12 (2) 
Admin Assistant UA-6 (1) 
Total ' $277,718 

- Cross Support ^ 
5,200 Man hours with $26.96 
per manhour ■ $140,192 

- Consultant Services (Industry) 

$13,000 

- TDY Implementation Costs, 
Site Development, Training, 
Video Training Shoots, Management 
Evaluation, Etc. 

- Misc Costs, Publication/Printing 
of Concept Booklets, Admin Kits, 
Operating Manuals and Training 
Materials 



Annual Cost 



Total 

Annual Cost 



$277,718 

$140,192 
$ 15,000 

$ 30,000 
$ 15,000 

$477,910 



F20 



Four Year Life Cycle x Annual Costs $477,910 = Total 
Costs $1,911,640 Number of Programs Developed (6) 
Average Program Development Costs. 
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A DOD STUDY OF MILITARY EXCHANGES 



Ccst Avoidance 
Cal cuiation 
AAFES iTx - Kcuse Programs 



I Basis of Data Calculation 

- Business Emphasis Group (BEG) activated Jan 86; deactivated Jan 90. 



- During period (Jan 86 - Jan 90) developed six in house concepts: 
Anthony's Pizza World's Greatest, Frank's Franks, Robin Hood's Sandwich 
Shoppe, La Casa De Amigos, Chicken Loft and Sweet Reflections. 

- Program development includes decor, image, equipment and layout, menu 
and recipe development, packaging systems, operating manuals, training 
package, initial training support for prototype units, follow up changes 
and advertising/promotion kits. 

- Cross section support from engineering, store planning, procurement 
and training divisions. 

- Upon completion of the development cycle, to include activation of 
initial facilities, the programs were turned over to an operations section 
to maintain, monitor and update. 



II Cost Calculation 

- Business Emphasis Group 

Staffing Cost 

C/BEG UA 14 (1) - $ 75,865 

Program Mgr UA-13 (1) - 66,940 

Program Specialists UA-12 (2) - 107,976 
Admin Assistant UA-6 (1) • - 26 , 937 
Total $277,718 

- Cross Support r 

5,200 Man hours with $26.96 

per manhour = $140,192>' $140,192 



- Consultant Services (Industry) 

- TDY Implementation Costs, 
Site Development, Training, 
Video Training Shoots, Management 
Evaluation, etc. 



$ 15,000 
$ 30,000 



- Misc Costs, Publication/Printing $ 15,000 

of Concept Booklets, Admin Kits, 
Operating Manuals and Training 
Materials 

Total $477,910 
Annual Cost 



Four Year Life Cycle x Annual Costs $477,910 = Total Four Year 
Costs $1,911,640 Number of Programs Developed (6) = $318,607 
Average Program Development Costs. 
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ATTACHMENT 5 



Appendix G 



Employee Benefit 
Plan Comparisons 
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Glossary 
Abbreviations 



AAFES - Army Air Force Exchange Service 
AB - Army Base 

AFER - Armed Forces Exchange Regulations 
AFMC - Armed Forces Marketing Council 
AFN - Armed Forces Network 
AFR - Air Force Regulation 
AFP - Annual financial plan .(AAFES) 
AIFA - AAFES Imprest: Fund Activity 
ALA - American Logistics Association 
AOA - American Optometric Association 
APF - Appropriated Fund 
AR - Army Regulation 

ASER - Armed Services Exchange Regulation, DoD Instruction 1330.9 

BSKU Branch stock keeping unit (AAFES) 

CEO - Chief Executive Officer 

CONUS - Continential United States 

CRR - Continuous Rapid Reorder (NAVRESSO) 

DCO - Director for CONUS Operations 

DEERS - Defense Eligibility Enrollment Reporting system 
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DOD - Department of Defense 
DPSC - Defense Personnel Support Center 
EDI - Electronic Data Interchange 
EEO - Equal Employment Opportunity 
EOF - Exchange Operating Procedure 
EPOS - Electronic point of sale 

FDC - Fashion Distribution Center (AAFES and NAVRESSO) 
FSO - Field Support Office 
HBA - Health and beauty aids 
HQ - Headquarters 

IGLAS - Interactive general ledge accounting system (AAFES) 

ILP - In-Line processing (AAFES) 

JAG - Judge Advocate General 

KSA - Knowledges, Skills & Abilities 

LDO - Lowest distribution unit (AAFES) 

LMS - Labor Management- System 

LTL - Less-than-truckl oa^ 

MCO - Marine Corps Order 

MCSS - Military Clothing Sales Center 

MCX - Marine Corps Exchange 

MIN - Minimum Order Quantity 

MOS - Military Occupational Specialty 

MSA - Master stock assortment (NAVRESSO) 

MWR - Morale, Welfare and Recreation 

MWRSUPACT - Morale, Welfare and Recreation Support Activity (U.S. Marine 
Corps) 

NAF - Non-appropriated funds 
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NAVRESSO - Navy Resale Services and Support Office' 

NAVSUP - Navy Support Command 

NIS - Not-in-stock 

NRA - Navy Resale Activity 

NSCS - Navy Supply Corps School 

DIGS - Of f icer-In-Charge 

OJT - On the job training 

OSE - Oversea 

0TB - Open-to-buy; one- time-buy 

OUTCONUS - Outside continential United States 

PAB - Price Agreement Bulletin (NAVRESSO) 

PD - Purchasing Directorate (AAFES) 

PLU - Price look-up file 

PMR - Purchasing Management review (NAVRESSO) 

POS - Point-of-sale 

PO - Purchase order 

PX - Post Exchange (AAF^) 

PZ - Purchasing Policy Division (AAFES) 

RIP - Reduction-in-f orce 

RPC - Retail Price changes 

RPOS - Retail point-of-sale 

SECNAV - Secretary of the Navy 

SGAIA - Special Group Accomplishment Incentive Awards 

SKU - Stock keeping unit 

SPG - Standing purchase order (NAVRESSO) 

SSR - Stock-to-sales ratio 

UA - Universal Annual (AAFES) 
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UPC - Uniform Product Code 

VPR - Vendor price reduction; voluntary price reduction 
VRR - Visual Rapid Reorder (AAFES and NAVRESSO) 

WICRS - Warehouse Inventory Control and Replenishment System (AAFES) 
WSKU - Warehouse stock keeping unit (AAFES) 



Deferred Compensation Plan - Any plan where employees can accumulate 
money on a tax-deferred basis. A qualified plan can have the option of 
permitting employees to withdraw assets without penalty for certain 
"emergency" situations speci^fied in the plan. Many also give employees 
the option o£ taking the benefit in cash. A deferred compensation plan 
can be combined with other plans, such as profit-sharing plans. 

m- 

Defined Contribution Plan - A defined contribution or individual account 
plan is defined by the Ijiternal Revenue Code and ERISA as a plan which 
provides for an individual account for each participant and for benefits 
based solely on (1) the amount contributed to the participant's account 
plus (2) any income, expenses, gains and losses, and forfeitures of 
accounts of other participants which may be allocated to the 
participant's account. 

Electronic Data Interchange * Paper- less exchange of purchase orders and 
invoices between merchants and suppliers. Also includes "quick 
response" and "just in time" inventory replenishment to minimize 
warehousing and inventory investment. 

Electronic Mail - Transmittal of electronic messages through a 
telecommunications network providing on-line, real time communications 
between stores, distribution centers, offices and corporate 
headquarters . 

Guaranteed Benefit Policy - An insurance policy or contract to the 
extent that such policy or contract provides for benefits the amount of 
which is guaranteed by the insurer. It also includes any surplus 
separate account, but excludes any other portion of a separate account. 
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Xn-Stcre Midsize Computers - For store level inventory control, sales 
trend tracking, support hand-held UPC scanners, pay roll /personne , 
control cash registers, accounting, mainframe update. Purpose is tO: 
replace manual work with automation. 

Integration With Social Security - A plan wherein the benefits are 
integrated with the Social Security benefit. Under regular corporate 
plans, the regulations define the percentages applicable to the various 
benefits. Under a self-employed program, the only offset permissible 
is the amount of the Social Security tax paid for the employee. If more 
than one plan is instituted for the same company, only one program may 
be integrated. - The basic concept of integration is that the benefits 
of the employer's plan must be dovetailed with Social Security benefits 
in such a manner that employees earning more than the taxable vage base 
will not receive combined benefits under the two programs which, are 
proportionately greater than the benefits for employees eariiing less 
than the taxable wage base. 

Master Trust - A pooling of directed and/or discretionary trusts (a 
discretionary trust is one in which the bank is trustee and also^^has 
investment responsibility for all or part of the assets). The "pu-r 
definition is pooling of one sponsor's assets which include multiple 
managers and multiple plans under one trust agreement. 

On-Line Credit/Check Authorization - Credit charge goes from store 
directly to bank or authorization location on-line authorization reduc^es 
bank charges to the retailer. 

Point-of -Sal e UPC Scanning-- Electronic capture of item sales at the 
cash register. Provides better; price control, sales data, customer 
service, improved employ^ productivity, can provide basis for automatic 
price look-up to avoid placing prices on individual items. * 
Qualified Plan - A plan that the Internal Revenue Service approves as 
meeting the requirements of Section 401 (a) of the 1954 Internal Revenue 
Code. Such plans receive tax advantages. 

Trust - A legal entity that is created when a person or organization 
transfers assets to a trustee for the benefit of designated persons. 

Vest; Vesting - An employee's right to receive a present of future 
pension benefit vests when it is no longer contingent upon his remaining 
in the service of the employer. Employee contributions are always fully 
vested; however, interest upon such contributions may not be viested or 
may be paid at a specified rate, depending upon plan provisions. .A 
vested benefit may be paid as a lump sum or, frequently, is paid as a 
deferred annuity upon retirement. See also Vesting Schedules. 
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U.S. Department of Defense, Survey and Analysis of Department 
Store Personnel Policies and Employee Benefit Program , 
Towers, Perrin, Forester, & Crosby, a Towers Perrin Company, 2101 
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Sites Visits/Briefings 
Armed Services Exchange Study Group 

7 May Little Creek Naval Amphibious Base Norfolk, VA 

10 May Norfolk Field Support Office 

10 May Norfolk Naval Operating Base 

10 May Briefed and visited new Navy Exchange Norfolk, VA 

11 May Visited Ships stores afloat (one large and one 

medium size ship) USS Puget Sound (AD - 38), USS 
Stump (DD - 978) 

13 May Navy Lodge, Field Support Officee Norfolk 

14 May Briefed and visited FSO Norfolk and Navy Lodge 

16 May Briefed and visited Dan Daniel Dist. Center, 

visited AAFES Exchange Langley AFB, VA 

22 May Briefed and visited Headquarters AAFES Dallas, TX 

23 May Briefed and visited AAFES Fashion Dist. Center. 

Visited Hyper Mart USA, SAM's Warehouse Club, Target 
Store and Sports Town 

24 May Halmart ^ 

25 May Members of ALA and AFMC talked to the study group 

29 May Quantico Marine Base 

30 May Briefed and visited Headquarters MHRSPTACT 

31 May Briefed and visited Headquarters NAVRESSO 

1 June Visited Boiling AFB BX and Henderson Hall MCX 

2 * 13 June Staff Director and selected study group members 

visited: 

- Iceland (Navy Resale Activity (NRA) Keflavik) 

- England (RAF Feltwell, RAF Lakenheath and RAF 
Mildenhall; NAVRESSO European Purchasing Office, 
West Ruislip Exchange/Commissary) 



A r>or> STUDY OF* M-ILITARY EXOHi^VNGES 



- Germany (Gruenstadt Industrial Activities; Giessen 
Depot; Ramstein, Rhein Hain, Vogelweh, River 

Barracks Exchange facilities) 

- Italy (NRA Naples) 

- Spain (NRA Rota) 

5 June Oceana Naval Air Station 

5-7 June Study team members visited Oceana Naval Air 

Station and Camp Lejeune exchange facilities 
25 - 27 June NAVRESSO Fashion Distribution Center (Bayonne, NJ), 
(AAFES) Atlanta DC and NAVRESSO FSO San Diego Distribution 
Center 



?5 


June - 
19 July 


Engineer visits projected to selected 
exchange facilities 


?9 


June 


Chase Field, Beeville, Texas 


29 


June 


Corpus Christi Naval Air Station 




June 


Kingville Naval Air Station 


I 




Jacksonville Field Support Office 






Cecil Field ^aval Air Station 


2 


July 


Jacksonville Naval Air Station 




July 


Kings Bay Naval Submarine Base 






Mare Island Naval Station 


9 July 


Oakland Field Support Office 


XO 




Alameda Naval Air Station 


IP 


July 


Moffett Field 


3,0 


July 


Treasure Island 


11 


July 


Monterey Naval Postgraduate School 
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11 July Oakland Naval Hospital 



1 9 

X £. 


.Till V 


Long Beach Naval Station 




Jul y 


El Toro Marine Corps Air Station 


13 


Jul y 


Camp Pendleton 


17 


Jul V 


Miramar Naval Air Station 


17 


Jul V 


San Diego Field Support Office 


J. o 


Jul V 


Ballast Point Naval Submarine Base 


18 


Jul V 


Coronado Naval Air Base 


18 


Jul V 


Imperial Beach Outlying Field 


1 fi 

X o 


Jul V 


North Island Naval Air Station 


1 S 


Jul V 


San Diego Naval Hospital 


i8 


July 


San Diego Naval Station 


18 




San Diego Naval Training Station 


25 


Julv 


Great Lakes Naval Training Center 


?9 


July 


Chase Field, Beeville, Texas 
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fir. Jan Araki 

Mr. Jim Baker 
Al Bar do 
Mr. Jerry Baum 
Richard Berg 

Mr. Paul Bierhaus 
Mr. Trausti Bjornsson 
Evelyn Benitez 
Tony Blackburn 
Bill Brochers ' , 

SHC William Burrell 
Mr. William Borrows 
Mr. William G. Butler 

Mr. Robert Byrd 

Ron Carlson 
Mr. Larry Chapp 



MILITAF.y E>:Cr:ANGES 

ArrTiSl Fore 9 5 Marke'tinc Council 

Field Supper- Office, Norfolk, 
Distribution 

AAFES , Chief, Analysis and 
Support, Purchasing 
Directorate 

Headquarters, AAFES Chief, 
Services Branch 

Navy Exchange Naples, 

Accounting Manager 

NAVRESSO, Senior Buyer,' 
Softlines 

Navy Exchange Naples, 
Retail Operations 
Manager 

American Logistics Association 
Keflavik, Store Manager 
Navy Lodge, Lodge Manager 
NAVRESSO, FMG 
AAFES , CM 

Keflavik, Maintenance 

Advisor to NAVRESSO 

NAVRESSO, Manager, Staffing 

and Career Management 
Branch 

NAVRESSO, Deputy Commander, 
Distribution Management 
Division 

Field Support Office, Norfolk, 
Acquisitions 

NAVRESSO, Merchandise Manager, 
Hardlines 



Mr. Albert Cation 
Mr. Ron Cooper 

Beverly Cul I ison 
Alan H. Czako 

Mr. Ron DeRenzo 
Ms. Pat DiLcrenzo 

Mike Dover 

Ms Susan Dowell 

LTCOL William Dunn 

Mr. Jack Engle 
Mr. Paul Feuer 

SHCS Rene Franc i so 

Juanita Gaglio 

Sal Grasso 



Navy European Eayine Office, 
Acquisition Manager 

Marine Corp MVR Support 
Activity, Head, Services 
Operations Branch 

Naval Base Store, Personalized 
Services Manager 

Field Support Office, Norfolk, 
Manager, Office of 
Personnel 

NAVRESSO, Labor & Employee 
Relations & Employee 
Benefits Specialist 



NAVRESSO, Manager, 
Workforce/Planning & 
Administrative Support 
Branch 

Navy Exchange Naples, 

Services Operations 
Manager 

Navy European Bayine Office, 
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